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CASUALTY - 


VOLUME 


It Must 


P [ NHE FIRST OF January of each 
year seems to be the pivotal 


point in time for all of us to take 
inventory of the past and assay the 
future. I humbly suggest that it 
should only be an anniversary and 
that in every other sense every day 
should be the first of January. 
None of us can tell what lies 
ahead, but we would be betraying 
tradition if we did not look and 
plan ahead. However, we cannot 


The author—Mr. Heard, vice president of the 
Hartford Accident and Indemnity Company, 
is the president of the Association of Casualty 
and Surety Companies. A native of Louisiana, 
Mr. Heard received his law degree from 
Tulane University. After serving as assistant 
district attorney in New Orleans, he became 
a member of the law firm of Monroe and 
Lemann and acted as attorney for the Union 
Indemnity and Affiliated Companies. He 
joined the staff of the Hartford Accident and 
Indemnity Company in 1933, was elected 
secretary three years later and became vice 
president in 1939, 
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Be Done 
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look or sensibly plan ahead if we 
fail to accurately appraise the past. 

The casualty insurance business 
is a great business. It has a sound 
foundation and, since it has always 
responded to the real economic 
needs of our people, it has grown 
in direct proportion to those needs. 
However, it is a peculiar business 
because it produces a_ peculiar 
product. None of our senses re- 
spond to the product. You cannot 
hear it, taste it or 
feel it. 

This may seem trite but funda- 
mentally it is true, and at the same 
time it is one of the reasons why 


see it, smell it, 
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our industry has been unable to 
completely sell itself to the public. 
You can glamorize an automobile, 
refrigerator, television set, even the 
earthy ham, and anything else to 
which the senses respond, but it is 
difficult to glamorize a promise 
that is intangible and costs money. 

Furthermore, the people know 
why the prices of commodities 
that respond to their senses rise, 
or at least they acquiesce in or 
accept such price rises. As a whole, 
they do not know that the same 
influences increase the cost of an 
insurance company’s promise to 
pay for a casualty that may occur 
in the future. Much less do they 
realize that the price they pay to 
day may prove entirely inadequate 
to cover the cost to an insurance 
company of making good on its 
promise to pay an indeterminate 
sum for a casualty that may hap- 
pen in the future. 

Then again, the manufacturer of 
a commodity may change the qual- 
ity of a product, either better it or 
lower it, to meet his own wishes 
and the demands of the public or 
the need of a profit. There is no 
honorable way to lower an insur- 
ance company’s promise to pay or 
perform. 

The cost of a commodity can be 
accurately determined, and _ its 
price can then be fixed with due 
regard to the desires, demands and 
the ability of people to pay for it. 


January 


On the other hand, the cost of the 
product of the casualty insurance 
industry depends upon the conduct 
and habits of the people and must 
vary with their behavior. 

Therefore, we come to 

inevitable conclusions: 

First, the casualty insurance 
industry must educate 
the people so they will 
know how casualty in- 
surance rates are made 
and why they go up or 
down. 

Second, the industry must do 

a much better job in 
its effort to correct 
the conduct and hab- 
its of the people who 
make the price of the 
product we sell. 


two 


EXCELLENT BEGINNING 


The industry has made an ex- 
cellent beginning in the problem 
of public education, but, in terms 
of what remains to be done, it has 
only begun the great task of in- 
forming the public that they them- 
selves make their casualty insur- 
ance rates. 

I hope that someday in the not 
too distant future we can convince 
the public that casualty insurance 
companies (as do all insurance 
companies) operate on the unfail- 
ing law of averages. We collect dol- 
lars from the many in order to be 
able to pay the losses of the few. 
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Everyone should know and ac- 
cept the fact that insurance is a 
hedge against disaster. We pay 
year in and year out a relatively 
small premium, and we 
know when that promise to pay 
by an insurance company will 
stand between us and- the loss of 
everything that we have worked 
for—most especially the destruction 
of the short happiness we can give 
to our families and children. Every- 
one should know this and accept 
the fact that liability insurance is 
as important an economic need as 
the ownership of a home or an 
itself. You hear on 


never 


automobile 


every hand complaints against the 
casualty insurance companies be- 


cause casualty insurance premium 
rates (specifically automobile) have 
increased. So have the costs of 
homes and automobiles, but 
don’t hear the same complaints. 
The people blame the latter on in- 
flation. For the most part the peo- 
ple blame the rise in the cost of 
casualty insurance premiums on 
the companies. Instead of being a 
target of public attack, the casualty 
insurance companies should actu- 
ally be commended for their per- 
formance in the period of inflation. 
Using 1935-39 as a base, as of Au- 
gust, 1952 the cost of living rose 
91 percent and wholesale prices 
115 percent. Using the same base 
and the present rate level, automo- 


bile liability, including both bodily 


you 
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injury and property damage, has 
increased 58 percent, while the 
rate level for all casualty lines has 
increased only 30 percent. Further, 
in the field of compensation insur- 
ance if the rate increases attribu- 
table to amendments to the law 
providing for greater benefits are 
excluded, the compensation rate 











John Haley 


Manning W. Heard 


level has been reduced 36 percent. 
Everyone should understand and 
accept the fact that as the cost 
of accidents go up or down so do 
their third party liability casualty 
insurance premiums go up or 
down. The casualty insurance in- 
dustry will have performed a great 
service if it can make the people 
recognize that plain fact. 





THE CASUALTY AND SURETY JOURNAL 


As sorry as it may seem, many 
of our good people go into the jury 
box in a lawsuit involving the 
death or injury of a person with 
the mistaken view that whatever 
they give the plaintiff some rich 
insurance company will pay. Never 
let it be said that the dignity of 
the human being, his life and his 
right to live it physically unim- 
paired as a result of the negligence 
of others should be underestimated. 
On the contrary, everyone killed or 
maimed by the negligence of an- 
other should be compensated justly. 
But it is wrong for you or me as a 
juror to be influenced and emo- 
tionally stimulated by the wiles of 
an ambitious lawyer to assess an 
injury to or death of one of our 
fellow creatures at a fantastic price 
which has no fair relationship to 
the economies of the case involved. 

If through education our indus- 
try can convince enough of our 
citizens who sit on juries trying 
personal injury cases that they are 
not giving away some rich corpora- 
tion’s money when they are overly 
generous to a plaintiff, but that 
they are actually voting for an ab- 
normal increase in casualty insur- 
ance premium rates in their lo- 
cality, then as time goes on emo- 
tionally-dictated verdicts will be 
on the wane. 

The sooner the people know that 
part of their costs of living depends 
upon their own conduct and habits, 
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the easier will be the task of con- 
vincing them that their conduct 
and habits must be governed ac- 


cordingly. 
SECOND CONCLUSION 


I now come to my second con- 
clusion. As I said in May 1952 
when I accepted the honor of the 
presidency of this Association, 
“There are many problems facing 
our business today, but the most 
important in my opinion is the 
continuously increasing cost of 
accidents and more particularly 
those arising out of the use of 
motor vehicles. As has been said 
many times, increase in rates is not 
the complete answer to this prob- 
lem. Motor vehicles are dangerous 
instrumentalities, and public opin- 
ion must be fired to demand that 
their use be treated and controlled 
as such. 

“Your Association has done great 
work to that end and will continue 
to do so, but a tremendous job 
of education must be done to 
arouse public awareness to the 
pitch required to bring about a 
material reduction in motor vehi- 
cle accidents and their attendant 
costs. This task is of such propor- 
tions that it cannot be done as 


‘effectively as it should be done 


unless all segments of our business 
join hands in a concerted effort 
and coordinated program. This 
should be one of our prime objec- 





IT MUST BE DONE 


The American public is a « 


tives. If it can be achieved, and 
there is no reason why it cannot 
be, our business will not only have 
served its own interests but it will 
have rendered a great service to 
humanity in reducing the tragedy 
and suffering which follow acci- 
dental bodily injury and death, 
and to our economy in conserving 
the wealth of our country through 
the preservation of property from 


songregation of humans 


damage and destruction.” 

People are unpredictable. They 
will damn the dereliction of others 
but excuse it in themselves. The 
American public is a congregation 
of humans, most of them intent on 
their own fortunes and forgetful 
of the fortunes of others. I sin- 
cerely believe that you cannot tell, 
you cannot beg, you cannot impor- 
tune and be wholly successful in 
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causing very many members of the 
public to be careful of another's 
life and limbs in the operation of 
an automobile, not to speak of 
their own. I am_ old-fashioned 
enough to believe that the good or 
bad conduct of our children is in 
direct proportion to their fear of 
punishment. In this sense, I think 
that people as a whole are like 
children and that no real progress 
will be made in lowering the num- 
ber of accidents and their attendant 
costs until the public can be made 
to fear the hand of the law. This 
cannot be accomplished until the 
public is educated to demand and 
expect enforcement of the law. | 
am assuming that in most localities 
we already have adequate laws. In 
those places where we do not, the 
public should be educated to de 
mand adequate laws. 

that howevei 
good-intentioned our law-enforce 


I am convinced 
ment officers may be, there will not 
be the enforcement of the law re- 
quired to bring some halt in the 


slaughter on our highways and by- 
ways until our communities de- 
mand that kind of enforcement. 

I also believe that this problem 
cannot be attacked at a national 
or even a state level alone. It must 
be attacked at the community 
level. 

There are many organizations 
in the field whose objective is the 
control of accidents. I am fearful, 
however, that much of their efforts 
and activities are dissipated. 

I subscribe to the theory that 
pilot towns and cities should be 
selected and the whole problem 
attacked in those communities in 
all of its facets. I feel satisfied that 
this can be done without too much 
expense, and that through trial and 
error a pattern can be developed 
which we can convince ourselves 
by experiments will work and the 
extent to which it will work. I am 
afraid that unless we thus _pin- 
point the attack too much of our 
continued effort to solve this prob- 
lem will be wasted. 
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What is the prospect for the 
surety lines in the year ahead? 
Quite good indeed! Here is an 
examination of the factors that 
make for a cautious optimism 
for the year 1953 


The Prospect Is Good 


HIS ARTICLE 1S written on the 
T premise that this country will 
not be engaged in a war in 1953, 
other than what is now going on 
in Korea, and that that particular 
“affair” will not spread. 

If this premise should prove 


sound, then defense spending prob- 
ably will level off by the middle 
of 1953, at which time it should 
start decreasing and show a drop 
at the year end. As defense spend- 
ing first levels and then tapers off, 
materials which 


more and more 


have heretofore been designated as 
“critical” and the supply of which, 
has been regulated by govern- 
mental controls, such as steel, 
aluminum, copper, etc. should be- 
come available for both private 


The author—Mr. Cathcart is vice president 
and director of the bondng division of the 
Maryland Casualty Company. After having 
received his LL.B from the University of 
Maryland, he practised law in Baltimore and 
in Cleveland. Before advancing to his present 
position with the Maryland, he, had been 
manager of the company’s bonding depart- 
ment in New York and assistant director of 
its bending and claim department in Balti- 
more. 


By E. KEMP CATHCART 





and public construction and for 
the 
sumer goods. 
During World War II the build- 
ing of schools, hospitals, houses, 
sewage disposal plants and systems, 
water supply systems and partic- 
ularly roads was all sacrificed in 
our effort. This 
caused the country to get far be- 
hind in the construction of these 
facilities, and has created an un- 
precedented backlog of needed 


use in manufacture of con- 


war condition 


construction. 

Add to this condition our ever 
growing population, which in 1952 
was numbered at about 157,000, 
000, or an increase of about 15 
percent since World War II, and 
the ever increasing need for addi- 
tional schools, hospitals, houses, 
sewers, water, bridges, roads, etc. 
to take care of this increase in 
population, and we realize that we 
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have a backlog of work that is 
truly startling. 

This point of view has been cor- 
roborated in the November, 1952 
issue of Nation’s Business, where 
it is stated that highway construc- 
tion deficit is estimated as high as 
$90,000,000,000, and that similar 
relative deficits exist in hospital, 
school and other institutional build- 
ing. 

Efforts are apparently being 
made to catch up with this unprec- 
edented backlog of work, as evi- 
denced by the new high of con- 
struction proposals submitted on 
November 4th to the voters of this 
country for consideration and action. 
State and local plans amounted to 
$1,400,000,000 for roads, schools, 
sewers and like construction. As I 
write this article, I do not yet 
know what disposition the voters 
over the country made of the con- 
struction proposals that were be- 
fore them. I do know in Baltimore, 
my home town, where the voters 
had before them a $47,000,000 
financing program, that the pro- 
gram was approved. 

Residential and industrial build- 
ing has been moving along faster 
than other needed construction. 
Consequently, there probably will 
be a drop in the volume of this 
class of building in 1953 com- 
pared to 1952. However, for the 
reasons I have given, it is my 
opinion that the construction vol- 
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ume as a whole in 1953 will be 
only slightly under that of 1952, 
with some chance of it attaining 
the same level. 

This conclusion would seem to 
be confirmed, at least in part, by 
the article appearing in the Octo- 
ber 24th, 1952 issue of the Journal 
of Commerce referring to Bethle- 
hem Steel’s expansion program at 
its Bethlehem plant, substantially 
increasing the capacity of that 
plant from less than 700,000 tons 
of iron annually to 1,200,000 tons. 

If the 1953 construction volume 
is only slightly under, or possibly 
equal to, that of 1952, it would 
seem to follow that the contract 
bond premiums in 1953 will be 
only slightly under, or possibly 
equal to, that of 1952. That at 
least is my guess at this time. 


More INFLATION 


It may be remembered that just 
immediately before the Korean 


matter both prices and labor 
seemed to be stabilizing, and at 
that time it began to look as though 
costs would go lower. The Korean 
situation immediately set in mo- 
tion a sequence of events result- 
ing in a scarcity of materials, in- 
creased price of materials, in- 
creased labor costs and possibly 
some inefficiency of labor. Many 
contractors had taken jobs at prices 
that did not allow for such condi- 
tions. As a result, some. of them 
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suffered greatly financially and 
others failed to survive, which 
failures showed up in higher loss 
ratios. 

The full effect of the Korean en- 
gagement has now passed, but now 
costs seem to be rising so fast that 
I wonder if the current bidding is 
anticipating these rising costs and 
making appropriate allowance for 
them. If any of the contractors are 
not making allowance for rising 
costs and possibly tighter inspec- 
tion, coupled with evidence of 
greater competitiveness among 
them, they may be facing results 
similar to those when the Korean 
engagement occurred. 

This precautionary warning is 


made, although it has been noted 


in the column, “The Trend of 
Business,” appearing in the Octo 
ber issue of Dun’s Review that 
surprisingly enough the construc- 
tion failures for the first eight 
months of 1952 were under those 
occurring during the first eight 
months of 1951. It is to be hoped 
that this state of affairs continues 
and that the indicated improve- 
ment in the contract bond under- 
writing experience during 1952 
will follow through 1953. 

The figures shown in the “Table 
of. Trend Data” put out by the 
Surety Association of America on 
October 31st, 1952 seem to con- 
firm this favorable improvement. 
This table shows the surety loss 
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ratio for the first six months of 
1951 to be 32.9 percent against 
25.3 percent for the first six months 
of 1952. 

The Journal of Commerce in its 
issue of October 25th, stated that 
a Federal economist observed that 
a peak in defense spending around 
mid-1953 means that the peak rate 








Fabian Bachrach 


E. Kemp Cathcart 


for letting contracts will be reached 
early next year, and then what? 
Another stated, “When defense 
spending stops rising, it no longer 
covers up any soft spots in the 
economy.” The answer to these 
observations, construction-wise at 
least, is that the backlog of work 
certainly should take up consid- 
erable slack. 
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Another question is what effect 
will the election have on the situ- 
ation? Even though we have a new 
president, I do not think anything 
can be done fast enough to reflect 
substantially on conditions in 1953 
one way or the other. 

The bankers blanket and fidelity 
bond volume benefited in 1952 by 
the tail end of the “1951 three- 
year renewal cycle.” Consequently, 
because of this abnormal boost in 
premium volume, the 1953 volume 
should suffer by comparison. How- 
ever, because of high loss ratios in 
casualty lines, particularly auto- 
mobile, much emphasis has been 
placed on the production of the 
fidelity and surety lines. The em- 


phasis on the production of these 


lines has brought about educational 
programs detailing the need and 
advantages of the various fidelity 
coverages. 

Much publicity has been given 
to bank losses, particularly the 
large ones, as well as to large 
losses to mercantile establishments. 
This publicity probably has been 
helpful in stimulating the demand 
for fidelity coverages. This busi- 
ness is extremely competitive, and 
the very keenness of the competi- 
tion has resulted in the sale of 
fidelity coverages to mercantile 
concerns that have not been previ- 
ously so protected by “guaranteed 
honesty.” 

Again, consider the effect on this 
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class of business of increases in the 
country’s population. Surely a 
greater population would require 
more or larger banks and more or 
larger mercantile establishments, 
just as it would create a demand 
for more schools, hospitals, water 
supply and sewage systems, and 
thus it should follow there will be a 
demand for fidelity coverages from 
the additional or larger banks and 
the additional or larger mercantile 
establishments. 

All of these conditions and de- 
velopments are gradually being re- 
flected in the volume of this class. 
Hence, I do not think it is un- 
reasonable to expect that there is a 
good chance of the 1953 volume 
equalling that of 1952 and maybe 
forging ahead a bit, in spite of the 
advantage of the tail end of the 
“1951 three-year renewal cycle” 
enjoyed by 1952. 

Many DEFAULTS 

The year 1952 will most likely 
set a very poor record in defaults, 
and fidelity losses could be the 
greatest on record, both in dollar 
amount and in frequency. The 
most disturbing thing is an ap- 
parent widespread moral laxity. 
Bonded employees have added to 
the poor record. 

The “Table of Trend Data,” re- 
ferred to previously in this article, 
covering the bankers blanket and 
fidelity bond experience from Jan- 
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“Building has been moving along 


uary, 1950 up to and including 
June, 1952, shows that the loss 
ratio of this class is steadily in- 
creasing and has gone from 35.7 
percent for six months ending June 
of 1950 to 46.5 percent for six 
months ending June of 1952. 

The installation in office and the 
bonding in 1953 of the officials 
elected at the last election will 
make the year ahead a so-called 


“on” year for public official business 
and it should be a good year for 
volume, showing an increase over 
the previous year. 
Public officials are 
more conscious of the 
faithful performance bonds cover- 
ing the public employees under 
their supervision, and this con- 
sciousness on their part is resulting 
in the demand for more bonds cov- 


becoming 
need for 
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ering public employees. The same 
emphasis on production in this 
class exists as it does in the fidelity 
class. A similar educational pro- 
gram is going on with the same 
keenness of competition, all of 
which tends to increase the vol- 
ume. 

This is a very desirable class of 
business, and despite the fact that 
there has been a change of admin- 
istration in the nation and in many 
states and new administrations tend 
to be critical of the actions of their 
predecessors, no one expects that 
the favorable experience in this 
line will not continue. 

Judicial bonds are mostly re- 
quired by law or statute, and the 
volume is limited pretty much by 
the amount of litigation and the 
number of estates to be adminis- 
tered. An educational program has 


been in effect for a long time, ex- 
plaining and setting forth the ad- 
vantages of corporate surety over 
that of personal surety and today a 
larger percentage of these bonds 
are executed by corporate surety. 
The shift has tended to increase 
this volume, but equally impor- 
tant, if not more so, is the growth 
of our population, if I may be ex- 
cused for again referring to it. 
Keep in mind the population has 
increased 15 percent since 1940, 
and surely the increase has and 
will continue to affect the amount 
of litigation and the number of 
estates to be disposed of; hence, 
the volume of the business. To my 
knowledge, there have been no 
developments to cause any change 
in the favorable loss ratio of this 
class and it can be expected to 
continue. 























1953 —Year 


HE STOCK FIRE insurance busi- 
_ has weathered many 
storms—not to mention all the fires, 
explosions and other catastrophes. 
We may think we've seen every- 
thing, but Id like to assure you 
that our greatest challenges lie 
ahead. Like a football substitute 
who’s been running back and forth 
on the sidelines, we’ve just been 
warming up to our greatest tasks. 
New and momentous experiences 
lie ahead of us. We will face many 
of them in 1958. 


The author—Mr. Cooney, president of the 
National Board of Fire Underwriters, has 
been in the insurance business nearly all his 
life, that is, since 1914, the year he got a 
job—his first—with the Firemen’s Insurance 
Co., which 20 years later was to make him 
its chief executive. Today, in addition to 
being president of those two organizations, 
he is head of the Loyalty Group of Insurance 
Companies, of which the Firemen’s of Newark 
is the leader, vice president and director of 
the General Adjustment Bureau, and chair- 
man of the Insurance Executives Association. 
Mr. Cooney, who lives in Maplewood, N. J., 
was born in Butler, Ind., lived several years 
in Detroit, and after high school in Chicago 
went to work for the Firemen’s western de- 
partment in 1914. His interests are many and 
varied, and include directorships in the Pub- 
lic Service Corporation of New Jersey and 
L. Bamberger & Co., Newark, N. J. 


The fire lines have played 
their part in the country’s 
economic progress up to now. 
They will have just as im- 
portant a role to play in the 
future 


of Challenge 





By JOHN R. 


COONEY 





The very dynamic nature of our 
nation gives our business further 
opportunities. Each year we add 
2% million people to the census 
rolls; some time in 1953 our popu- 
lation will pass the 160 million 
mark, Adding these 2% million 
people is equivalent to giving the 
nation a new city the size of Los 
Angeles, and anyone who has seen 
that great sprawling city can visu- 
alize how much property insurance 
must be provided to serve the 
needs of that many people. Our 
business must provide the bulk of 
that new insurance. 


Science and technology are caus- 
ing our nation’s industrial plant 
to expand dynamically. Science is 
opening the doors to new industrial 
vistas that were hardly dreamed of 
10 or 20 years ago. Out of the test 
tube has come a myriad variety of 
chemicals that are finding their 
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way into the everyday life of nearly 
all our people. What is a new 
chemical formula today may result 
in the building of a huge multi- 
million dollar industry tomorrow, 
with millions of dollars of insur- 
ance protection needed. 

This will be one of the greatest 
challenges our business must face: 
to provide insurance for the rapid 
expansion of American industry, 
and for all the property owned by 
the workers who will be employed. 

Hand in hand with this problem 
is that of the new hazards that 
constantly arise as man uses new 
materials, some with dangerous 
properties, in greater quantities and 
under different circumstances than 
before. All ranks of the fire insur- 
ance business, the local agent as 
well as the professional fire pro 
tection engineer, must be on the 
alert for the new hazards that will 
accompany scientific and industrial 
progress. The research facilities of 
the National Board of Fire Under- 
writers and of the Underwriters’ 
Laboratories Inc., as well as the 


engineering staffs of all the rating 


and inspection bureaus are avail- 


able to help industry solve its new 
fire problems. We must be diligent 
to see that industry is helped, not 
hampered, in its march of progress, 
even though that march is fre- 
quently the cause of many serious 
fire problems. 


January 


Better Service to Policyholder 

During the past 50 years or so, 
we have made great strides in 
improving the quality of our serv- 
ice to the policyholder. Fifty years 
ago, the average home-owner could 
buy little more than a straight fire 
policy on his house. And he paid 
a handsome premium for it. Today, 
with his average cost of fire insur- 
ance cut almost in half, he can get 
immeasurably better protection out 
of what is basically the same pol- 
icy. The fire insurance policy of 
1902 bears the same relationship 
to the 1953 dwelling policy as a 
1902 auto bears to a streamlined, 
high-powered, air-conditioned car 
of today. 

Today’s policyholder get’s pro- 
tection from lightning as well as 
fire. In most states, his garage or 
outbuildings are covered (up to 
10 percent of the policy limit) as 
well, and his personal property is 
also covered, wherever it may be 
in this country. With an extended 
coverage endorsement, he can get 
protection from many other perils, 
such as explosion, (a fairly com- 
mon occurrence these days), wind- 
storm (also more common than 
heretofore, for some reason), hail, 
smoke, vehicles, aircraft and riots. 
Such coverage would have required 
separate policies if they were writ- 
ten 50 years ago, if they could be 
bought at all. 

In addition, some householders 
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now are interested in insurance 
against other perils which they 
have come to recognize as threats 
to their property. These can now 
be written, in most states, on one 
form, giving protection against 
water damage from plumbing and 
heating systems, vandalism and 
malicious mischief, vehicles owned 
or operated by the insured or ten- 
ant, glass breakage, ice, snow and 
freezing, fall of trees and collapse. 

There is almost no comparison 
between the amount of security 
and peace of mind provided by 
these forms now in wide use to- 
day, and the fire policies sold 50 
years ago. We can now insure a 
man’s house, his business, and his 
job to an extent hardly dreamed of 
a half-century ago. 

Job Half-Done 

But while we can “point with 
pride” at the way private insurance 
has met its responsibilities in safe- 
guarding our fast-moving Ameri- 
can economy, there are some among 
us who can “view with alarm” 
when we consider other aspects of 
the business. 

While the coverages that are 
now available can safeguard a 
property owner from nearly every 
peace-time peril, we might con- 
sider our job only half-done if we 
merely make the coverages avail- 
able. Insurance that isn’t bought 
does no good. 

In spite of all the protection 
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that our business offers, there is an 
astonishing amount of property that 
has inadequate insurance. In case 
of severe losses, many property 
owners would suffer just as much 
as if wed never broadened our 
policies at all. 

Here’s an example: A_ small 
town church in Michigan burned 


Blackstone Studios 


John R. Cooney 


recently, with a resultant loss of 
about $70,000. The fire insurance 
policies on this building totalled 
only $10,000. To rebuild a com 
parable church the congregation 
must go out and raise $60,000. 
Another example: A school in 
Arkansas suffered a $200,000 loss 
recently. There was only $15,000 
fire insurance. The school district 
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Building a huge... 


is limited by law to borrowing only 


$31,000 is 
$200,000 


Thus only 


rebuild a 


$16,000. 
available to 
school. 

A recent disaster that caused 
fires in nearly 50 dwellings showed 
that every damaged house was 
greatly under-insured, some as 
much as 50 percent. 

In a recent windstorm which 
damaged a large number of dwell- 


industry 


ings in a midwest state, nearly 
every house was found to be under- 
insured. Some didn’t even have 
extended coverage. 

The insurance press frequently 
publishes examples of this type, 
and it must be conceded that this 
is a fairly widespread condition. 
Inflation threatens to undo what 
the insurance business has built 
during the past 50 years, 
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I believe that our greatest chal- 
lenge in 1953 will be the problem 
of under-insurance. Building costs 
and replacement costs will con- 
tinue to be high, and unless prop- 
erty owners buy their insurance 
protection adequately, they will 
continue to face the danger of 
under-insurance. 

We must face the fact that when- 
ever a loss strikes an under-in- 
sured property, the owner is all 
too often going to blame his agent 
or the insurance company for the 
size of his loss payment. He'll 
rarely blame himself. We must face 
up to the fact that our agents and 
brokers have a responsibility for 
keeping their clients properly in- 
formed as to their needs for ade- 
quate insurance. 

I think I can safely say that the 
insurance buying public was never 
more receptive to suggestions that 
they increase their insurance. Peo- 
ple know that prices are high. 
People know that it costs more to 
rebuild today than it did 10 years 


. 
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ago. And if the problem of under- 
insurance is brought to their at- 
tention, they'll do something about 
it. 

There is even a growing public 
interest and concern about this 
problem of under-insurance. Sev- 
eral national magazines have turned 
their attention to it in articles 
whose basic purpose has been to 
alert householders to the need for 
adequate insurance. In many cases, 
these articles have been of real 
help to local agents in their own 
advertising and publicity. 

As I see it, our greatest chal- 
lenges for 1953 lie in meeting the 
insurance demands of this power- 
ful, growing nation, and its ex- 
panding economy, and trying to 
provide better coverages and more 
adequate insurance for every prop- 
erty owner. If we serve our public 
well, and make available the pro- 
tection that is needed to safe- 
guard the home, the factory and 
the job, we need not worry about 
the future. 


On a questionnaire asking, “What is the principal contribution of the auto- 
mobile age?” the following answer was given by a college student: “It has 


practically stopped horse stealing.” 


—Arizona Prospector 





Dollars and Sense 


The following is an address recent- 
ly delivered by Mr. Dorsett before 
the Insurance Federation of Min- 
nesota, in Minneapolis, Minn. It is 
published here in response to nu- 
merous requests. 
S$ I BEGAN to assemble my notes 
for this talk, and realized it 
was to be my lot to speak out 
frankly, and at times critically, 
about some economic facts that in- 
volve our very survival as a free 
industry, I recalled an amusingly 
practical epitaph I read many years 
ago on a weatherbeaten old tomb- 
stone, in a remote southern grave- 
yard, which went something like 
this: 


“Here lie I, Martin Elginbrod; 
Have mercy o’ my soul, Lord God; 
As I wad do, were I Lord God, 
And ye were Martin Elginbrod.” 


I imagine my feelings today, here 
in this teeming metropolis of the 
nation’s breadbasket, must be some- 
what similar to those of poor Martin 
Elginbrod, he realistically 
looked the facts of life in the face 
and had chiseled in stone his home- 
spun plea for fair play at the throne 
of final judgment. I, too, on behalf 
of the great industry for which I 


when 
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speak, stand before a throne of 
judgment. It is the great court of 
public opinion; and the judges upon 
its bench are the people, employers 
and public officials, not merely of 
Minnesota, but of the nation. I am 
chiseling in their common con- 
science my own plea for fair play. 

These are days of plain talk. I 
shall obey the dictate of the times 
and speak out frankly about facts 
and figures that must no longer be 
understated or misrepresented. I 
am submitting my case to the coun- 
try as a whole. It is the case of 
what has been happening to the 
casualty insurance industry, which 
today finds itself caught in the 
multi-sided squeeze of rampant in- 
flation, rising accident tolls, public 
misunderstanding, political pres- 
sures, socialistic trends, excessive 
claims and inadequate rates. That, 
I submit, is quite a squeeze. So now 
let us look at the record and hon- 
estly examine a few facts and fig- 
ures. 

It is no longer a secret that the 
casualty insurance companies have 
been losing heavily and progres- 
sively on automobile liability insur- 
ance. In the single year of 1951, 
the stock companies alone suffered 
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an underwriting loss of more than 
$100,000,000 on that large and im- 
portant line. Their aggregate under- 
writing losses on that line for the 
six-year period of 1946-1951 ex- 
ceeded $200,000,000. Surely that 
is bad enough, but what may not 
be so well known is the fact that 
workmen’s compensation insurance, 
another large and important line, 
moved over into the loss column— 
the column that is written in red 
ink—several years ago and is still 
there. 

But even that is not all. The Na- 
tional Bureau of Casualty Under- 
writers reports for the year ending 
December 31, 1951, that all com- 
panies entered to write casualty and 
surety business in the state of New 
York suffered a net underwriting 
loss for all lines of $91,307,093. 
In other words, those companies, 
which write a preponderant major- 
ity of our business nationwide, went 
in the red $91,307,093 on their un- 
derwriting experience—or, in the 
language of general business, their 
sales—for the year 1951 alone. They 
lost money on their automobile 
liability and property damage, lia- 
bility other than automobile, prop- 
erty damage and collision other 
than automobile, workmen’s com- 
pensation, fidelity, glass and sprin- 
kler lines. They made money on 
their accident, health, group acci- 
dent and health, automobile col- 
lision, surety, burglary and theft, 


boiler and machinery, credit and 
miscellaneous lines. The net was 
red ink, in terms of millions of dol- 
lards for a single calendar year. 

In order to pin-point the condi- 
tions that led to these losses, how- 
ever, let us concentrate the balance 
of this discussion on what has been 
happening in the two biggest casu- 
alty insurance fields, workmen’s 
compensation and automobile lia- 
bility, in which I combine both 
liability and property damage cov- 
erages for the purpose of simplifica- 
tion. I select these two lines not 
only because they are the biggest, 
but because they command by far 
the most widespread public inter- 
est. Mark well that matter of “pub- 
lic interest” as we proceed, because 
it influences all of the other factors 
that constitute our present squeeze. 

Now let’s discuss workmen’s com- 
pensation insurance first. In these 
days of mass pressure groups and 
the glorification of socialism or its 
equivalent in softer language, gold 
medals are not being pinned on 
business or industry for their mag- 
nificent achievement in building up- 
on this continent a standard of liv- 
ing and economic system that have 
no equal in all history. If they were, 
surely the casualty insurance indus- 
try would be entitled to one for 
the miracle it has performed by 
meeting legislative enactment of in- 
creasing benefits for employees and 
decreasing rates for employers in 
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workmen’s compensation insurance, 
at a time when prices for almost 
everything else have ascended to 
unprecedented heights. 

That is quite a claim, but I have 
the figures to substantiate it. They 
cover the period from 1939 through 
1951 and represent an average for 
all of the states in which the insur- 
ance companies are permitted to 
write workmen’s compensation in- 
surance, including Minnesota. Sev- 
en states, as I am sure you know, 
write this line of insurance them- 
selves through a monopolistic state 
fund, which forbids any form of 
insurance company competition. 
Here are the figures for the other 
41 states: 

Benefits for workers increased 
31.2 percent. In addition, as a re- 
sult of the safety work the insur- 
ance companies and employers do 
together, fatal accidents decreased 
31 percent, which certainly consti- 
tutes another form of benefit for 
workers and their families. At the 
same time, rates have been reduced 
20 percent. By that I mean, the em- 
ployer is paying 20 percent less for 
the compensation insurance he is re- 
quired to carry, for the protection 
of his workers, than before the Sec- 
ond World War. If the rating value 
of the increased benefits is taken 
into consideration, the reduction in 
premium amounts to 39 percent. In 
other words, both employees and 
employers are far better off today 
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as far as workmen’s compensation 
insurance is concerned than before 
the war. One receives more benefits 
and the other pays much less for 
those benefits. 

Now let us very quickly bring 
those figures down to Minnesota. 
Here are the figures for your state, 
covering exactly the same period 
I used in giving you country-wide 
averages: Benefits for workers in- 
creased 29 percent. At the same 
time, rates have been reduced 32 
percent. This means that the em- 
ployer is paying 32 percent less 
for the compensation he is required 
to carry, for the protection of his 
workers, than before the Second 
World War. If the rating value of 
the increased benefits is taken into 
consideration, however, the reduc- 
tion in rates amounts to 44 percent. 

But what about the casualty in- 
surance companies—how big a piece 
of that juicy melon did they get? A 
mere sliver, by comparison, until 
1950. Then even the sliver was 
taken away and replaced with more 
red ink. The companies’ underwrit- 
ing profit for the 10-year period 
1940-1949 averaged 4.8 percent; 
and soon I am going to compare 
that with the profits of some other 
industries. But, getting back to in- 
surance, then the red ink began to 
flow. In 1950 the companies showed 
an underwriting loss of 2.9 percent 
for their workmen’s compensation 
business, and in 1951 the under- 
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writing loss was approximately 7 
percent. Available data indicates 
that there will also be an under- 
writing loss for 1952, but I shall not 
hazard a guess as to what it may 
be. Here are the profit and loss per- 
centages, covering the same years, 
for Minnesota: The companies’ un- 
derwriting profit for the 10-year pe- 
riod 1940-1949 averaged 7.8 per- 
cent and in 1950 it was six-tenths 
of one percent. In 1951, the com- 
panies showed an underwriting loss 
of approximately 8 percent, and 
available data indicates that there 
will also be an underwriting loss 
for 1952. 

I wonder if there is a business 
man in Minnesota or the 47 other 
states who would hesitate to in- 
crease the prices of his products or 
commodities sufficiently to assure a 
reasonable profit? I wonder if there 
is an employee in Minnesota or the 
47 other states who would work 
for less than it costs to live and 
meet the expenses of caring for a 
family? The answers are obvious. 
You can’t spend red ink, whether 
you own a business or hold a job. 
Neither can the insurance com- 
panies! 

The insurance companies, unlike 
most other business and industrial 
enterprises, are not permitted to 
increase their rates, to meet the 
rising costs of doing business, at 
will. They have long been regu- 
lated by the state governments, 
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and their rates—their sales prices— 
must stand the test of governmental 
approval. Therefore, confronted by 
rapidly increasing losses and with 
no prospect of improvement in the 
foreseeable future, they have filed 
new rate schedules for workmen’s 
compensation insurance with the 
respective state supervisory au- 
thorities, in the hope that they will 


Blackstone Studios 
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be sufficient to take them out of 
the red and allow a very small 
margin of profit. 

One might suppose, from the 
facts and figures I have given you 
thus far, all of which are matters 
of public record and readily avail- 
able for confirmation, that there 
would be no question about the 
insurance companies being granted 
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the rates they need to earn at least 
a small profit. On the whole, I 
believe the state supervisory au- 
thorities are inclined to recognize 
the need for and to grant some 
increases. Amazingly enough, how- 
ever, the very groups that have 
benefited most from the companies’ 
accomplishments in the field of 
workmén’s compensation insurance 
are protesting energetically in some 
of the states. One of them is Min- 
nesota. 


Let Pusiic DEcmE 


I shall return to this situation 
later, and consider with you the 
factors that have produced such 
alarming conditions, at least as re- 
gards workmen’s compensation and 
automobile liability insurance, in 
an industry that is so vital to the 
health and progress of all other 
business and industry and of the 
nation’s entire economy. I want 
the public everywhere to decide 
whether the problems of our in- 
dustry are products of mismanage- 
ment within, or of developments on 
the outside which were completely 
beyond our control but are easily 
within the control of an informed 
and aroused public. And mark this 
well—when I say public, I do not 
mean Joe Doaks alone; I mean 
Joe’s employers, too. 

But let us first take a look at 
what is happening to automobile 
liability insurance. Perhaps the cas- 
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ualty insurance industry is entitled 
to some responsibility for the con- 
ditions that exist in that field. Few 
persons who carry this important 
form of protection remember that 
during the war, when gasoline was 
rationed and there was a 35-mile 
speed limit by federal statute, the 
insurance companies voluntarily re- 
quested substantial rate reductions 
in all states, which were quickly 
granted, you may be sure. In 
Minnesota, for example, liability 
insurance rates for private passen- 
ger cars were reduced more than 
30 percent. ~ 

Perhaps few motorists also recall 
that following the Japanese sur- 
render, gasoline rationing was sud- 


denly lifted, the 35-mile law was 
hurried into moth balls, and almost 
the American people 
burst forth on a driving spree that 


overnight 


had no equal and increases yearly. 
Hindsight tells us that it would 
have been prudent for the insur- 
ance companies to have requested 
restoration of the war-time reduc- 
tions without delay, but there were 
sound reasons that prevented them 
from doing so. 

In the first place, when govern- 
ment regulates a business it de- 
mands mathematical proof of the 
need for price increases before its 
approval is forthcoming. Traffic 
accident statistics were headed sky- 
ward, of course, but it takes a year, 
or more, for insurance statistics to 
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A driving spree that had no equal 


catch up to conditions. So the 
companies had no basis for filing 
new rate schedules coincident with 
the rise in accidents. They also 
believed that conditions might soon 
level off to something near normal. 
That proved to be a mistake, but 
at least the error favored the public 
interest. 

What the casualty insurance 
companies did not and could not 


Stk 
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foresee were two events that were 
to upset the calculations of the 
nation’s soundest economists. You 
will recall that economists every- 
where expected a business reces- 
sion back in the months immedi- 
ately following the war. The out- 
lines of a recession actually began 
to take form. Then came our coun- 
try’s program of vast financial aid 
to Europe, and the stage was set 
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for inflation. Several modest in- 
creases. in rates for automobile 
liability insurance were granted 
and by 1949 the companies began 
to show at least a very small profit 
for this line. It seemed that they 
were emerging from the woods of 
losses. 


SECOND BLow 


Then ithe second blow fell. 
Almost overnight we found our- 
selves at war in Korea and infla- 
tion became rampant. Traffic acci- 
dents increased at a shocking rate, 
prices for literally everything sky- 
rocketed, court awards for damage 
claims followed and even exceeded 
the rise of general prices, claim 
costs rose rapidly to unprecedented 
levels, and automobile liability in 
surance quickly plummeted back 
into deep red ink. In 1951, con- 
fronted by losses that were to ex- 
ceed $100,000,000, the companies 
requested an emergency rate in- 
crease and it was granted. 

The emergency increase soon 
proved inadequate and this year 
the companies have already filed 
for a further increase in most of 
the states and are now in the 
process of filing increases in the 
remaining states. While some in- 
creases have been granted, and 
others undoubtedly will follow in 
remaining states, the state authori- 
ties are becoming deeply fearful 
of public reaction. Consequently 
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there has been a tendency to scale 
down the filings of the rating spe- 
cialists. There you begin to see the 
outlines of the squeeze I mentioned 
earlier and I shall return to it in 
a minute. 

But first let us see whether the 
price of automobile liability insur- 
ance is out of line with other com- 
modities and services. Again, using 
the period from 1939 through 
1951, the consumer price index has 
increased approximately 89 per- 
cent. In the same period, hospital 
expenses have soared 135 percent, 
automobile repair costs 134 per 
cent, and the price of new auto- 
mobiles 136 percent. The cost of 
settling claims resulting from mo- 
tor vehicle accidents has increased 
150 percent for property damage 
and 70 percent for bodily injury. 
In the same period of time, rates 
for automobile liability insurance 
have increased an average of 35 
percent. In other words, everything 
that affects the price of automobile 
liability insurance has increased 
considerably more than the price 
of insurance. 


Quick COMPARISONS 


Now let us make a few quick 
comparisons with some other prod- 
ucts. The average retail price of 
food products rose 142 percent, 
while individual items in the mar- 
ket basket, like fish, beef and veal, 
went up 241 and 207 percent re- 
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spectively. But perhaps you would 
like to get a bit closer home, and 
see what has happened to the 
price of flour, which is quite close 
to the heart of Minneapolis and 
Minnesota. The price of flour has 
increased from 8.8 cents to 10.5 
cents per pound, or 176 percent! 

Of course, the figures I have just 
cited are national averages, but I 
am sure they apply generally in 
Minnesota. I did not just pick these 
comparisons from the top of the 
price lists, so as to make our posi- 
tion look better than it is. Naturally 
I selected the prices of certain 
commodities and services that very 
directly influence, and to a large 
extent control, automobile 
ance claim costs. The others, how- 
ever, are prices with which every 
family budget is all too familiar, 
and it stands to reason that insur- 
ance family budgets are no excep- 
tion to the rule. 


insur- 


Hep LINE 


Surely no fair-minded person 
will deny that the insurance com- 
panies have done more to hold the 
price line than the great majority 
of other industrial and business 
enterprises. But there is one other 
question I want to answer with 
facts in the field of automobile 
liability insurance. Is the price of 
this important insurance protec- 
tion too high for the current fam- 
ily budget? We have heard it said 


DOLLARS AND SENSE 25 


that the great mass of the public 
cannot afford to pay the rates we 
are compelled, by conditions be- 
yond our control, to request. This 
brings us squarely down to the 
question, which you and I have 
heard so often, whether we are 
pricing automobile liability insur- 
ance out of the market. Well, let’s 
see what the real facts are on a 
dollar basis. 

Minnesota is a good place to 
start; and we won’t even give our- 
selves a break by looking at your 
state’s lowest rates first. We will 
go to Duluth, where the motor 
vehicle owners have chalked up a 
claim record that has produced 
Minnesota’s highest rate. There, 
including the recent rate increase, 
the Class 1 rate for a basic limits 
automobile liability insurance pol- 
icy is $64, or less than $1.25 per 
week for protection against finan- 
cial calamity. That, I suspect, is 
less than the average good citizen 
of Duluth spends on cigarettes. 

But what about the rest of Min- 
nesota? The present average rate 
for the entire remainder of the 
state, still speaking about Class 1 
cars, is $49.45. Now, just to be 
sure we haven't overlooked any- 
thing, let’s throw high-rated Du- 
luth into the common pot with 
more careful communities, and see 
what we get. We get a statewide 
average rate of $50.53, or less than 
$1 per week. I am completely un- 
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able to convince myself that any 
person who can afford to own and 
operate an automobile, at current 
prices for cars and the gasoline to 
keep them going, is likely to suffer 
economic hardship at that price, 
much less that we are “pricing our- 
selves out of the market.” 

I must confess, however, that I 
have not quite told you the whole 
story. There are other kinds of 
insurance the present-day motorist 
needs. If we are to be abundantly 
fair, therefore, we must look at the 
motorist’s complete bill for auto- 
mobile insurance. Here is what he 
now pays per year in Minnesota 
for all of the kinds of insurance he 
can buy to protect both himself 
and the public against economic 
disaster: 

Automobile liability insurance 

(pleasure car with no driver 

under the age of 25) $50.53 

Comprehensive cover- 

erage (fire, theft, etc.) 

Medical payments en- 

dorsement 

Collision 

ductible ) 


11.00 


4.48 
($100 de- 

37.20 

Total $103.21 
If you will do some very simple 
arithmetic, by dividing 52 into 
$103.21, you can very quickly de- 
cide for yourselves whether the 
price of automobile insurance is 
beyond the reach of the current 
family purse, is out of line with 
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the price of other necessities or 
even luxuries, or is pricing us “out 
of the market.” It represents $1.98 
per week for complete basic auto- 
mobile insurance protection. Some 
communities, as I have shown, pay 
more, and some much less. But let 
me say to those communities that 
pay more: if others have learned 
how to pay less, so can you! 


OTHER CITIES 


The picture throughout the 
United States is much the same. 
Considering again only automobile 
liability insurance for purpose of 
simplification and time, take a look 
at a few other cities, where rates 
generally are higher than in the 
smaller and rural communities. Los 
Angeles, which is reputed to be a 
rather free-wheeling town, has a 
cate of $56 for pleasure cars with 
no driver under the age of 25. In 
Evansville, Indiana, it is $38. In 
Washington, our nation’s capital, 
it is $54. Only in New York, where 
the price for the same coverage is 
$126, have the rates reached a 
level which may make a dent in 
the family purse. May I suggest, 
however, that if Los Angeles, 
Washington, Chicago and other 
great metropolitan centers know 
how to keep their rates down to 
much lower levels, New York can 
and must learn. The rest of the 
country should not be expected to 
help pay New York’s self-made bill! 
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Thus far I have been discussing 
plain dollars and sense with you. 
There is nothing more fundamental 
about economics than that if you 
pay out more dollars than you take 
in, bankruptcy is only a matter of 
time. It is equally fundamental 
-that a soundly operated business is 
entitled to a fair profit. I do not 
suggest that the insurance com- 
panies are on the verge of bank- 
ruptcy; they are not. I have said, 
and do say, that they have oper- 
ated their business soundly, have 
operated in the public interest, 
have not and do not now request 
rate levels that are out of line with 
other prices, are excessive, or are 
beyond the capacity of the con 
sumer to pay. They have earned 
the right to a fair price and a fair 
profit, and it is on this latter note— 
the matter of profits—that I shall 
close. 

There is a strange belief abroad 
that somehow and somewhere in- 
surance companies have miracu- 
lously tapped an inexhaustible well 
from which dollars flow in endless 
supply and that, therefore, an in- 
surance company is fair game 
whenever the opportunity is pre- 
sented to hand out an economic 
shellacking. If they ask for a fair 
price, even though it is far below 
the level of averages, there are 
organized protests. Yet, at the other 
extreme, when it comes to pre- 
senting a claim, there seems to be 


DOLLARS AND SENSE 27 


an idea that it is time to cut a 
juicy melon and give everybody a 
choice slice. Most astounding of 
all, these thoroughly uneconomic 
opinions seem to be held by some 
business and industrial organiza- 
tions that and should know 
better. 

I suspect that these notions re- 
sult from the public’s—and [ still 
include Joe Doaks’ boss—completely 
about insurance 


can 


erroneous idea 
company profits. A few years ago 
a great newspaper organization and 
a great magazine made purely in- 


dependent surveys of the public’s 
opinions about the casualty insur- 
ance business. They disclosed some 


interesting mass thinking, but noth- 
ing quite as interesting as public 
about insurance company 
A great majority of the 
people guessed that insurance 
company profits ranged from 25 
to 50 percent. Asked what they 
thought would be a fair profit, the 
great majority suggested from a 
low of 6 percent to a high of 25 
percent. 

Well, what are the facts about 
profits from the sale of casualty 
insurance? I have already shown 
that 1951 was a year of net loss— 
a profitless year—for all lines and 
have indicated that the prospect 
for substantial improvement this 
year is very dim, if not hopeless. 
But let us look at the underwriting 
profits for a substantial number of 


ideas 
profits. 
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years—the 20-year period from 
1931 to 1950. The underwriting 
profit on all lines written by mem- 
ber companies of the National 
Bureau of Casualty Underwriters 
over those 20 years averaged—well, 
what do you think? Six percent? 
Far from it! Three percent? No, 
indeed! One percent? Still too high! 
It was seven-tenths of one percent. 
I wish everyone in the United 


States knew that; if they did, our 
rating problems would be about 


over. What is more, that little 
seven-tenths of one percent profit 
was before paying Federal income 
taxes. 

Contrast that margin of profit 
with the profits of other businesses 
and business enterprises, and may 
it be thoroughly understood that I 
imply not the slightest criticism of 
the instances that I am about to 
name. In 1951 the profit on sales of 
chemical products was over 7 per- 
cent (7.2%) after taxes. Petroleum 
products showed a profit of over 
11 percent (11.2%) after taxes; 
lumber and wood products had a 
margin in excess of 7 percent 
(7.8%); paper and allied products 
showed almost 7 percent net 
(6.9%). The automobile industry’s 
profit on sales in 1951 was a little 
under 5 percent (4.8%). The en- 
tire manufacturing industry showed 
a margin on sales of 7.1 percent 
net in 1950, and of 5.4 percent in 
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1951—the same year in which our 
own industry recorded a multi- 
million dollar net loss, following 
twenty years of underwriting prof- 
its at an average rate of only 
seven-tenths of one percent! 

Well, my case before the court 
of public opinion, my plea for jus- 
tice at that mighty seat of judg- 
ment, is completed. I could go on 
and particularize, but there is 
neither the time nor, I hope, the 
necessity to do so. I am content to 
rest on the record. I plead only 
that those who judge the industry 
for which I speak shall ask them- 
selves these questions before they 
oppose just rates for their insur- 
ance: 

With respect to automobile lia- 
bility insurance: Have I done my 
full part toward reducing accidents 
in my community, by driving 
safely, obeying the traffic laws, and 
demanding strict enforcement of 
those laws against everyone, in- 
cluding myself? Have my claims 
been morally and legally honest? 
Have I stood firmly for fair -jury 
awards in accident claim cases, 
but. have stood as firmly against 
excessive awards in such cases? In 
short, remembering that I and my 
neighbors largely make our own 
insurance rates, have I done all 
that I can and should do to bring 
them in line with lower rated com- 
munities? 
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With respect to workmen’s com- 
pensation insurance: Do I maintain 
a safe plant and insist that the 
rules of safety shall be followed? 
Are the insurance companies sub- 
ject to the same pressures of infla- 
tion as my business? Are insurance 
company prices and sales profits 
in line with my own, considering 
current conditions, not the condi- 
tions of 10 or 19 years ago? Have 
I opposed socialization of the in- 
surance industry as forthrightly as 
I would oppose socialization of my 
own business, remembering that 
when socialism gets its foot in the 
door of one important branch of 
the free enterprise system it will 
soon be inside the door altogether? 

When the aggregate of all of 
our judges can honestly answer 
those questions in the affirmative, 
we shall have little to worry about 
with respect to the price of insur- 
ance. In the present answers to 
those questions, in the aggregate, 
you will find the causes for the 
squeeze in which the casualty in- 
surance companies are caught and 
the reasons for rising insurance rates. 
We will do our part. We will con- 
tinue to work for highway and in- 
dustrial safety. We will do our ut- 
most to keep the public informed. 
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We will conduct our business 
soundly, economically and in the 
public interest. We will do our 
utmost to keep rates down, and to 
reduce them as quickly as the 
mathematics of claim costs and the 
cost of doing business permit. 

But I would be less than honest 
if I did not say to the great Amer- 
ican public that we cannot do the 
job alone. Only the mighty force 
of aroused and enlightened public 
opinion can reduce accidents. Only 
the conscience of the individual 
claimant can make the aggregate 
of claims honest. Only realization 
of the individual juror that he is 
spending his own money, not the 
money of insurance companies, will 
prevent excessive jury awards. Only 
a force far greater than our own 
will relieve the impact of rising 
economic inflation. I can only tell 
you that until these reforms are 
put in motion, the casualty insur- 
ance companies have no choice but 
to ask for rates that are fair in the 
light of conditions as they exist. 

So, in the words of Martin Elgin- 
brod, I say to our judges, the 
American people and the Amer- 
ican employers: 

Do unto us as you would have 
us do unto you. 


Tourists are people who travel thousands of miles to get a picture of them- 


selves standing by the car. 


—Indiana Agent 





SMILE A WHILE 




















“Don’t worry about your work piling up at the office. It'll all be taken care of 
when you get back.” 
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“If only once, it wouldn't cost us anything for it not to cost anything just to 
look!” 
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BROKEN IN TWO by fierce seas, this freighter lies help- 
less as the waters surge about her. A Norwegian ship was 
able to rescue 18 members of the crew. But 12 hours after 


HIGH AND DRY lies this Navy tanker after 
running onto a rocky reef. Salvage crews raced 
against time and the formation of winter ice 


the crackup, a lifeboat with the captain and 10 men aboard 


was still missing. 


A Marine 


which would have crushed the vessel. However, 
the ship was refloated in time. 
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THIS MASS OF twisted steel had been a steam 
locomotive only a short time before. An explosion 
did this to it. Four men were killed in the accident 
and when rescue workers pried the wreckage apart 
thy found one of them trapped inside. 


—— 





Blast y 


GRAIN THAT had been carefully planted, harvested 
and stored went up in smoke when this elevator was 
hit by fire and explosion. There were four people killed 
and at least 20 more injured in the blast which followed 
the spontaneous combustion of the grain. 





Ps 
A WELDER’S TORCH set fire to two piles of crude 
rubber and the blaze resulted in a loss of $50,000 
worth of that commodity. Damage to autos parked in 
the neighborhood tacked $20,000 more on to the loss 
before the fire was put out. 


A Fire 


IT TOOK three firemen to carry this repair shop employee 
down the ladder to safety when the shop caught fire. 
Several other employees were burned and still more were 
injured when they jumped to the street from the second 
floor where they had been trapped, 
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THIS CAR was torn apart when a cement truck toppled NOBODY WAS killed but five persons were injured 
upon it in a four-vehicle smashup. One person was killed the time this car came to rest alongside a tree. 
and two others seriously injured. It all started when the The auto was forced off the highway and down into 
truck went through a light, and then things happened so a gully below when its driver swerved in an effort 


fast that no one is sure what occurred. 


to avoid colliding with another car. 
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THIS WAS a terrible one. When this barn was burnt, 22 IT DOESN'T take very long for fire to get its work 
valuable racehorses were destroyed. In the fight against in. There had been three busy factory buildings here. 
he fire. 12 firemen were overcome by smoke and a groom Now there is nothing left of them but this mass of 
orking in the stable was injured. Finally the blaze was charred tim and wreckage. The official estimate 
rought under control after four alarms. of the damage caused by the blaze is $150.000. 
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WHETHER THE CAR that rammed into this SIX PERSONS were killed in this accident that involved three 
uck and turned it over was going ‘‘100 miles vehicles. Four of the victims were burned so_badly that it was 
n hour” is problematical. But it had to be some time before they could be identified. State troopers are 
loing fast to turn the truck over and notice how shown examining the wreckage an attempt to piece together 
e hood of the car has been shattered. some of the details of the accid 





THERE’S NOT MUCH time to act when re gs go wrong in a THIS PRIVATE plane lies mangled on 
plane. However the pilot of this ship was able to bring it down the ground after a mid-air collision with 
in a successful crash landing when she started to burn right after a big transport. The pilot died, but no 
taking off. None of the few persons aboard was hurt, but the plane one on the other plane which landed at 
will take a lot of working on before it flies again. its base safely was hurt. 


A Plane 
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THE FOOT protruding from the top of the picture is SWINGING IN the wind, the body of an injured 
all that can be seen of the man who was caught in an painter who fell 50 feet inside a water tower 
elevator shaft between the elevator and the wall. He was when the scaffolding broke is slowly lowered to 
finally freed after three and a half agonizing hours and the ground by block and tackle. His companion 
rushed to a hospital. was killed as a result of his fall. 
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© Jury verdicts in liability cases 
keep going up. That means 
insurance companies have to 
pay out more money which in 
turn forces them to request 
higher rates. Thus higher ver- 
dicts affect all policyholders, 
a fact they are not always 
aware of 


High Jury Verdicts 


N° ONE NEEDs to be told that 
something is very wrong in 
the automobile liability insurance 
field. Despite substantial rate in- 
creases during the past five years, 
casualty insurance companies since 
the end of the war have lost $200,- 
000,000 on automobile liability and 
property damage insurance. 

The reasons for this tremendous 
loss are simple. Rates are promul- 
gated on experience data. If acci- 
dents, repair costs, medical bills, 
and jury verdicts, and consequently 
claims, are high, then insurance 
rates are high. Unfortunately, rates 
tend to lag one to two years behind 
the actual experience. This rate lag 
and the inflationary times in which 
we live have combined to make 
rates almost obsolete even before 
they are in effect. 

According to the National Bu- 
The sniliancnitthin, Murphy is general counsel 
of the Association of Casualty and Surety 
Companics. Formerly insurance commissioner 


of Iowa, he is also past National Commander 
of the American Legion. 





By RAY MURPHY 





reau of Casualty Underwriters, in 
1941 it cost an average of $390 
countrywide to settle a bodily in- 
jury claim. In 1951, the average 
countrywide bodily injury claim 
cost was $664. During the 40’s ga- 
rage repair costs went up 134 per- 
cent, medical bills 135 percent, and 
the cost of a new car 136 percent, 
all of which had their effects upon 
rates. But another, and too fre- 
quently overlooked, prime factor in 
the serious automobile situation is 
the unprecedented rise in jury ver- 
dicts over the last few years. 

Let’s look at a few jury reports 
on verdicts in personal injury cases 
and see what they tell us. 

The 16th, 17th, and 18th annual 
reports of the Judicial Council of 
the State of New York tell us that 
the average jury verdict in the Su- 
preme Court of that state is up 149 
percent from 1940-41 to 1950-51. 
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Average 


Amount of 
Jury Verdict 


Year 


1940-41 
1941-42 
1942-43 
1943-44 
1944-45 


Jury Verdict 
Index 


100 
118 
128 
126 
132 
152 
153 
170 
158 
196 
249 


Cost of 
Living 
100.2 
105.2 
116.6 
123.7 
125.7 
128.6 
139.5 
159.6 
171.9 
170.2 
171.9 





At the beginning of the decade 
mentioned, the average jury verdict 
rendered in the Supreme Court in 
New York was $3,490 as compared 


to an average verdict of $8,695 ren- 
dered ten years later, at the end of 
the decade. 

These figures, released by an im- 
partial legal body, prove that jury 
verdicts, in New York state at least, 
are running ahead of the cost of liv- 
ing index for the same years, thus 
ruling out inflation as the sole or 
primary cause of their climb. The 
table at the top of the page was 
prepared comparing New York Su- 
preme Court verdicts with the cost 
of living index figures released by 
the Bureau of Labor Statistics for 
the same years. 

Jury statistics for claims-con- 
scious New York City show a much 
higher average verdict than in New 


York State. For example, in Man- 
hattan and the Bronx the average 
Supreme Court jury verdict in 1940 
was $5,543 and in 1951 it had 
reached $9,965. In the other three 
boroughs making up the city of 
New York, Brooklyn, Queens, and 
Richmond, the 1940 figure was 
$3,603 which zoomed up to $10,- 
100 in 1950. 

A study was made by the com- 
mittee on casualty insurance of the 
International Association of Insur- 
ance Counsel covering verdicts re- 
turned by Los Angeles juries in 
personal injury actions. Starting in 
1940, the average verdict returned 
was $4,686. Over the following ten- 
year period the average verdict in- 
creased until it reached $8,588 in 
1951, or nearly double the 1940 
figure. 

Ceilings soon become floors in 
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jury verdicts. The Los Angeles 
study shows how last year’s record- 
smashing verdict becomes _ this 
years bargaining price. The listing 
at the bottom of the page shows 
the highest single verdicts won in 
Los Angeles over the last decade 
and the average verdict rendered. 

According to this report, a total 
of $15,691,090 was awarded to 
plaintiffs in personal injury cases in 
the city and county of Los Angeles 
over a ten-year period. In 1940, the 
total amount of money paid out in 
jury verdicts was $702,851. The 
total went over the million mark 
in 1944 when plaintiffs won $1,- 
022,077. Since 1949. the total fig- 
ure for jury verdicts has been over 
the two million dollar figure with 
the latest total, 1951, reaching 
$2,250,311. 

What conclusions can we draw 
from these two reports? Both the 


Highest Verdict 


Rr re te reer ere Not Available 
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New York State report and the Los 
Angeles report prove that jury ver- 
dicts in personal injury cases have 
increased faster than the cost of liv- 
ing. Can this, then, be attributed 
to inflation, the current scapegoat 
of so many economic ills and inno- 
vations? 

Proponents of the inflation point 
of view will point out that in de- 
ciding upon a verdict a jury con- 
siders four elements: reimburse- 
ment for lost time and wages, 
hospital bills and medical costs, 
effect of the injury upon the plain- 
tiffs future life and earning capac- 
ity, and pain and suffering. 

Since 1939 hospital costs have 
risen 185 percent and wages are 
certainly higher today than they 
were 10 years ago. As a result, the 
third element, the plaintiff's future 
earning power, is pegged to the in- 
flationary wages of 1952. 


Average Verdict 
$4,686 
4,938 

Not Available 
7,226 
8,736 
10,519 
7,509 
6,768 
5,812 
6,697 
6,729 
8,588 


$33,000 
37,851 


77,600 
66,500 
82,534 
97,500 
100,000 
70,000 
54,955 
156,937 
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But if inflation is the answer for 
today’s high jury verdicts, why did 
jury verdicts take a drop in 1946 in 
Los Angeles and then continue to 
drop until 1948, when a steady 
climb began again? At this same 
time, from 1946 to ’48, living costs 
were increasing steadily. The same 
thing happened in New York State, 


: fa : 
Affiliated Photo—Conway 


Ray Murphy 


where verdicts dropped in 1948-49 
and then zoomed up again to new 
heights. 

A scholarly study made by then 
Common Pleas Judge Richard Hart- 
shorne, of Newark, N. J., deserves 
to be noted by those interested in 
jury verdicts. Judge Hartshorne, 
who is now a Federal District 
Judge, studied the characteristics 
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and trends of jury verdicts rendered 
in the court under his jurisdiction 
from 1927 to 1949. These 22 years 
cover the days of the boom, the 
early depression, recovery, reces- 
sion, the war-time boom and the 
post-war inflation. 

During that time Judge Hart- 
shorne presided over some 3,330 
vehicle negligence cases for which 
jury verdicts were rendered. Of 
these 3,330 cases, 2,386, or more 
than two thirds, were decided in 
favor of the plaintiff. Now if the 
advocates of inflation as the moving 
cause of jury verdicts were correct, 
these New Jersey verdicts should 
follow the cost of living index. But 
what actually happened? 

Judge Hartshorne found that 
from 1927 to 1934 verdicts gradu- 
ally increased, although living costs 
for those same years show a grad- 
ual decline. In 1927 the average 
jury verdict rendered in Judge 
Hartshorne’s court was $2,000. In 
1934 it had crept up to $3,248. Yet 
in 1938, when times were getting 
somewhat better and living costs 
were increasing, the average jury 
verdict was $1,562, or less than 
half of the 1934 figure. The decline 
in jury verdicts continued until 
1946, when they began to increase. 

On the basis of this study, Judge 
Hartshorne drew some important 
conclusions. He thinks the general 
economic condition can be elimi- 
nated as a cause of jury verdict 
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fluctuations. He does not believe 
these fluctuations were due to mere 
chance, because he was dealing 
with thousands of cases over a pe- 
riod of 22 years. He does think, 
however, that public and jury 
knowledge of the fact that the ma- 
jority of cases were defended by 
insurance companies was a factor 
in determining the amounts of the 
verdicts. 


PLAINTIFF'S ADVANTAGE 


Americans have the characteris- 
tic of being for the underdog, and 
when a plaintiff with a leg severed 
from his body by an automobile is 
wheeled into a courtroom the jurors 
instinctively feel a sense of sym- 


pathy. Thus the plaintiff has a dis- 
tinct advantage over the defense 
because his broken body presents a 
pitiful picture and it is difficult for 
jurors to feel a favorable emotion 
toward an insurance company or 
any corporation. 


Plaintiffs’ attorneys know this 
fact. They know that under law 
their clients are entitled to some- 
thing for their pain and suffering in 
addition to lost time and wages and 
medical costs. The psychology of 
juries is a continuing source of 
mystery to experienced lawyers 
who, after years of courtroom prac- 
tice, cannot claim a knowledge of 
what a verdict will be. But they do 
know the lowest common denomi- 
nator of all juries is that they are 


HIGH JURY 
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subject to the effects of emotion. 

How much money should you 
pay a man for hours spent pinned 
under the debris of his wrecked 
car? Should you put a dollar sign 
on someone else’s suffering? How 
much is a leg worth? The answer is, 
you can’t consider a_ subjective 
thing objectively. Although juries in 
many states are prohibited from 
knowing that an insurance com- 
pany is involved in a suit, it is 
common knowledge that few law- 
yers will bring a case to court un- 
less there is a very good chance of 
collecting the verdict. 

Since the passage of safety re- 
sponsibility laws in 41 states, there 
are many more insured cars on the 
road today than a few years back. 
In New York State alone there are 
2,500,000 more cars insured than 
in 1941. Armed with a reasonable 
supposition that the defendant is 
insured, the jury may tend to think 
that this is not a case of an individ- 
ual versus an individual, but one of 
an individual versus a big insur- 
ance company. Seldom do the same 
juries realize that settlements and 
verdicts are not subject to income 
tax. Most of us are conditioned to 
having a good 20 percent taken out 
of our salaries and many jurors 
think in terms of “take home” ver- 
dicts. 

Lawyers have to eat and no law- 
yer can afford to be constantly 
altruistic. Since most plaintiffs in a 
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American motorists can 


personal injury case are not in a 
position to pay a retainer fee, most 
of these cases are handled on a 
contingent fee basis. If the plaintiff 
loses, the lawyer gets nothing. If he 
wins, the lawyer’s fee runs from at 
least one third to 50 percent of the 
net recovery. 

Raymond N. Caverly, vice presi- 
dent of the America Fore Insur- 
ance Group, and a distinguished 
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control . . . the price 


defense attorney for many years, 
has this to say about the contingent 
fee: “Lawyers deserve to be paid 
for their services, but the successful 
plaintiffs’ attorneys undoubtedly 
earn more than lawyers of equal or 
greater ability who are accustomed 
to represent the defense. The pro- 
portion of a verdict or settlement 
due the lawyer under a contingent 
fee arrangement, where the amount 
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involved is large, usually is much 
more than his services are reason- 
ably worth and represents an eco- 
nomic loss to society.” Mr. Caverly 
suggests that better control of the 
amount of the contingent fee would 
help the situation, with such con- 
trol coming from the courts. 

One of the most serious aspects 
of the current high jury verdicts 
trend is its effect upon out-of-court 
settlements of insured claims. The 
logical effect of a history of high 
jury verdicts in personal injury 
cases in a particular community is 
to increase the bargaining of the 
plaintiff's attorney in seeking a set- 
tlement. 

As a San Francisco lawyer, Wal- 
lace E. Sedgwick, pointed out, “the 
important consideration is not just 
the actual judgment paid as a re- 
sult of such verdicts themselves, 
but of far greater importance is the 
impact of such verdicts upon set- 
tlements both before and after liti- 
gation is commenced. The vast 
majority of cases are settled, but 
the yardstick used always in at- 
tempting to evaluate a particular 
case for settlement purposes is the 
estimated verdict value of the case 
if it were submitted to a jury for 
decision,’ including weighing the 
possibilities of a successful defense 
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and the ever present possibility of 
an excessive verdict.” 

The problem of compensation for 
personal injury cases arising from 
negligent operations of automobiles 
is not just an insurance company 
problem today. It is a social prob- 
lem, as serious to all of us as the 
problem of fire. If the public main- 
tains the idea of robbing Peter to 
pay Paul—in this case, soaking the 
insurance company to pay personal 
injury victims excessive amounts— 
then the alarming deficits the cas- 
ualty insurance industry faces today 
in automobile liability insurance 
will continue to increase. And this 
inescapably means higher rates, an 
important part of the price Ameri- 
cans pay for the most destructive 
machine of our modern age, the 
automobile. 

As far as insurance is concerned, 
the American motorists can control 
that part of the price any time they 
desire. If they drive safely and 
avoid accidents, of course, neither 
inflation nor excessive jury awards 
can raise claims and thus force 
rates up. When accidents do occur, 
however, there are some other 
things they can do to protect, not 
insurance company purses, but their 
own. They can award verdicts on 
the basis of justice, not emotion. 


A budget is a method of planned worrying. 


—Utah Agent 
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Liability of a Landlord—A housewife 
who was a tenant in an apartment 
house, took her year and a half old 
son to the laundry room which was 
maintained in the basement by the 
jandlord for the use of the tenants. 
While she was operating an electric 
mangle there, the boy got his hand 
cought in the unguarded machinery 
in the gear box of the mangle, result- 
ing in severe injuries to the hand and 
the loss of three fingers. Suit was 
brought against the landlord on the 
child’s behalf and the jury awarded 
the boy $12,500. The judgment was 
affirmed on appeal. (Primus v. Belle- 
vue Apartments (Iowa 1950) 44 N.W. 
2d. 347.) 
,¢rf 

Liability of Manufacturer — A house- 
wife purchased some bottles of a laun- 
dry bleach from a neighborhood gro- 
cer by telephone. Upon their delivery 
they were promptly stored in a cellar 
closet. The following day the house- 
wife requested her maid to bleach 
some articles. The servant removed a 
bottle of the bleach from the closet 
and as she began to remove the rub- 
ber stopper it was suddenly expelled 
by internal pressure, instantly followed 
by the ejection of a large portion of 
the liquid contents, some of which en- 


tered the maid’s eye. The maid sued 
the manufacturer and bottler of the 
bleach for her injury and recovered 
judgment on the jury’s verdict in her 
favor for $1,500. The appellate court 
affirmed the judgment. (Alston v. J. L. 
Prescott Co. (New Jersey 1950) 76 
A. 2d. 686. ) 


‘ f -2 
Liability of Sports Arena—A husband 
and wife were attending a professional 
ice hockey game with a party of 
friends. The couple had never seen a 


hockey game before. Their seats, 
which had been purchased by another 
member of the party who had been a 
frequent spectator at such games, 
were in a section which was not pro- 
tected by screening. During the course 
of the game the puck came flying up 
out of the playing area and hit the 
wife in the face, smashing her spec- 
tacles and driving glass into her eyes. 
As a result she lost about 98 percent 
of the vision of her right eye. Suit was 
brought by her and her husband 
against the owners of the arena, the 
jury returning a verdict in the amount 
of $17,000 for the wife and $3,000 
for her husband. The judgment was 
affirmed on appeal. (Uline Ice, Inc. v. 
Sullivan (District of Columbia 1950) 
187 F. 2d. 82.) 


42 





Usable Ideas for Today 


Heaps Up 

A sales manager friend asked me if 
I would interview an applicant for a 
place on his sales force, and I said of 
course I would. So when the applicant 
called and we had discussed various 
things for a little while, I suggested 
we go to the corner drug store for a 
cup of coffee. I had something in 
mind besides coffee when I made this 
suggestion. 

I wanted to see how he walked. 

You may not think a salesman’s walk 
is important but a good many eminent 
men in the field do, among them John 
H. Patterson, who was always on the 
lookout for men who had what he 
called an “efficient walk.” 

You as a salesman are being judged 
all the time by the way you walk, 
whether you even know you are being 
watched or not. You are. If you walk 
like a successful man, you will win 
confidence, but if you stroll or saunter 
or walk like a man to whom there’s 
nothing much left in life, your cus- 
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tomers, in their non-conscious minds, 
will set you down as a person not 
likely to succeed. 

You doubt this? 

One salesman I know, urged by his 
boss to change his walk and always 
to walk as if he had closed a million 
dollar deal, actually increased his sales 
by 25 percent as a result. Partly it 
might have been psychological—the 
effect of a more efficient walk on the 
man himself. Partly it might have been 
the effect on others. But 1 presume it 
was the effect of both. 

How do you walk efficiently? No 
directions are necessary. You keep the 
crown of your head high. You square 
your shoulders. You walk with purpose. 

—Canadian Underwriter 
v 7 7 
Usinc Your COMPETITION 

Your competitor should not neces- 
sarily be your enemy. He can, and 
might well be your friend. 

A common mistake is that there is 
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just so much business to be had, and 
that your rivals reduce your volume 
of business. This is not true. As a gen- 
eral rule the more tradesmen, the more 
trade. A good lively competitor will 
increase your own business. 

Competition does not kill trade. It 
builds trade, makes new trade, stimu- 
lates trade. Two first-class groceries in 
a block are better for both than a 
monopoly would be for either. 

No one can get all the business pos- 
sible in any community. His personal- 
ity attracts some, repels others. There’s 
always a lot of business for somebody 
else. 

Don’t shy away from your competi- 
tor. Don’t assume that he’s your enemy 
and your foe. Get acquainted with him. 
It’s a 1,000 to 1 shot you'll learn 
something that will benefit you. 

Don’t knock your competitor. Don’t 
encourage busybodies and _ scandal- 


mongers who bring you tales of him. 


Play the game. Smile . . . be a good 
sport. 

Of course you'll do everything hon- 
orably you possibly can to beat your 
competitor, but remember always, the 
surest way to beat him is to sell better 
quality, to use fairer methods, and be 
more courteous. 

Don’t play the cut-price game with 
him, because to do so is to weaken 
yourself and your own product. Keep 
your margin of profit fair and safe. 
Cutting prices is certain to cut the 
throat of success. 

If your competitor lies about you, 
or uses underhand methods to harm 
you, don’t worry. You go on sawing 
wood . . . play the game on the level 
and look pleasant... and actually 
feel pleasant. You can’t “fool all the 
people all the time.” Playing the game 
on the square will win out in the long 
run, and you're building for tomorrow, 
as well as for today. 
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There’s business enough for both 
you and your competitors. Go after it! 

Your competitor will and can be of 
real benefit to you. He will make you 
energetic, careful, more attentive to 
the needs of your clients, more pains- 
taking in analyzing your policyholders’ 
problems, and altogether he will add 
to your financial gain if you use him 
right. 

Membership in a local board bene- 
fits both you and your competitor. 
Learn something from your competitor 
by attending local board meetings . . . 
if you don’t have a local board, organ- 
ize one. It will pay you dividends! 

—The Indiana Agent 


SuRVEY SELLING 

Survey selling has become so well 
established that there are only a few 
agents who have never done any of it. 
There is a difference of opinion about 
survey methods, as one would expect. 
One agent refuses to make a survey 
until the assured has promised him 
that he will place any business that 
results with him; while another assures 
every prospect for a survey that he is 
under no obligation to him whatever, 
that he will not even make a list of 
expirations, and that all the records 
will be kept in the assured’s office un- 
less he is officially appointed to handle 
all of his insurance. Most likely, the 
agent who is a sufficient judge of 
human nature to determine which ap- 
proach will go best with the client at 
hand, will have the advantage here. 
So many agents have used the survey 
approach to get information for their 
own files without rendering any service 
whatsoever, that it is harder for the 
fellow who comes along with the in- 
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tent of doing a conscientious job. 
Actually, the agent who does not ask 
for the policies until after he has com- 
pleted the survey and planned his 
recommendations is the man for our 
money. He will win the confidence of 
the client who does not have to be 
told that he is not just looking for 
flaws in work done by others and is 
willing to stand on his own two feet. 

—The Local Agent 


i Me 


Po.icy For DisHONESTY 

Most people at one time er another 
have the need or desire for more 
money. Agents who sell Fidelity Bonds 
should recognize this fact and how it 
applies to their clients who hire em- 
ployees. 

The temptation to borrow money 
without permission arises for several 
reasons. 

a. Fast living—gambling, drinking, 
women. 

b. Unexpected expenses—hospital or 
sickness. 

c. Keeping up with Jones—new car, 
home. 

d. Helping others—relations in need, 
boy or girl friends. 

e. Honest mistakes—overlooked or 
not caught by audits. 

This is not a complete list, nor is it 
necessarily in order of importance. 
The important thing is for the insured 
to understand what makes employees 
embezzle money or property and that 
they do give in to temptation. 

Now combine the above temptations 
with opportunity and the trouble be- 
gins. : 

Opportunity presents itself with any 
and all employees who handle money 
or merchandise, or who have access to 
accounting or bookkeeping systems. 
Often the insured actually offers the 
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opportunity on a silver platter in the 
form of— 


a. Trusted employee. 

b. Inadequate or out-dated book- 
keeping system. 

c. No outside audits. 

d. Improper control of inventory. 

e. Lack of proper supervision. 

f. No internal checks and balances. 


Many times over-confidence in safe- 
guards makes the opportunity. Even 
the best bookkeeping and accounting 
systems can be beaten and are being 
beaten every day. 

The answer is Fidelity Bond pro- 
tection. A Fidelity Bond will not fail 
where human nature does. It is your 
responsibility as an insurance agent to 
see that your insureds are fully ad- 
vised on Dishonesty Insurance. Cer- 
tainly you can use the added premiums 
and your insureds need this added 
protection. 

—The Poster 


You Can’r Ir You Don’r Try 

According to the theory of aero- 
dynamics the bumble-bee cannot fly. 
Size, weight and shape of that insect’s 
body, in relation to wing span make 
it a scientific impossibility for it to get 
off the ground let alone maintain it- 
self in continuous flight. But latest in- 
formation from bumbie-bee flight com- 
mand headquarters does not contain a 
communiqué that bumble-bees are 
grounded until they are able to con- 
form to scientific data. 

There are lots of things in life 
which, according to the book, are im- 
possible, and selling is included among 
them. How often have eyebrows been 
raised at the announcement that a 
salesman is after a certain prospect’s 
business? “Sell So-and-So? You'll never 
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do it in a thousand years!” If drastic 
circumstances call for drastic action, 
the so-called impossible calls for that 
extra effort which has always been a 
prevailing factor between failure and 
success. 

If the bumble-bee knew it couldn’t 
fly it might never make the effort. 
Similarly, if a salesman doesn’t try, he 
will never know that the thing others 
consider impossible is not impossible 
after all. The bumble-bee might not 
make much of a showing the first time 
it takes to its inadequate wings but it 
very soon proves to itself, and to the 
doubters, that it knows more about its 
own capabilities than do a lot of 
theorists. 

—Canadian Underwriter 


Be SHARP 

How can an agent find new people 
on whom to call? Where can he find 
new prospects? We know of one young 
agent who considers every newcomer 
to his city a potential customer. Every 
night he scans the newspapers for 
mention of new arrivals in the city. 
Any newcomer whose name appears in 
either the morning Post or the evening 
Herald receives a letter of welcome 
from him. In the letter he not only 
wishes the newcomer well, but briefly 
mentions insurance. A few days after 
sending out the letter, he drops in on 
the newcomer at his home. Invariably 
the new arrivals are happy to see him. 
They appreciate the friendliness of his 
call. They are happy to talk to some 
one who can answer their hundreds of 
questions about the city and the sur- 
rounding area. And once these ques- 
tions are taken care of, they are ready 
and willing to discuss their insurance 


needs. As a service, the agent helps 
them get their policies transferred to 
their new locatoins—and of course is 
“Johnny-on-the-spot” to handle their 
expirations, 

—The Hartford Agent 
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PAYING THE RENT 

Are you including Additional Living 
Expense on the Fire policies written 
on your dwelling risks? If so, you are 
making sure of having a very enthu- 
siastic claimant in event of a loss. 

Additional Living Expense covers 
any and all additional living expenses 
resulting from a fire up to a limit of 
$250, $500 or more a month. ($1,000 
Additional Living Expense would be 
paid at the rate of $250 a month for 
four months, or $200 a month for five 
months. $2,000 Additional Living Ex- 
pense for double these amounts. ) 

Additional Living Expense pays the 
rent of the temporary quarters you 
may have to occupy while your home 
is being rebuilt or repaired after a 
fire. It pays the difference in cost be- 
tween getting meals at home and 
buying them in a restaurant or hotel. 
If you had to rent a garage for your 
car during the time you were out of 
your home, or if you had increased 
expenses for commutation to and 
from work, A.L.E. would take care of 
these. If you had to put your dog in 
a kennel because you couldn’t keep 
him in a hotel room, A.L.E. would 
pay this expense. 

You'll never get rich by including 
A.L.E. with your dwelling house Fire 
risks. The additional premium it pro- 
duces is small; but if one of your 
policyholders has occasion to use his 
A.L.E. he is certain to sing your praises 
far and wide. 

—The Travelers Protection 





Here’s one agent who's giving 
his job that extra something. 
Not every agent has his talent 
for writing, but every agent 
has something. The important 
thing is to bring it out 


That Extra Something 


HEN YOU PUT aside your 

local paper this evening, see 
how many ads you can remember! 
How many will you be able to re- 
call tomorrow morning? The score 
will be a low one and yet those 
which you remember cost the ad- 
vertisers about the same rate as the 
ones you never noticed. Then think 
of all the people you have seen or 
talked with during the day. How 
many of them will come to mind 
instantly, how many made no im- 
pression whatever? The count of 
ads and humans will run about 
even. 

What is the answer? Just this— 
ads, like people, must have per- 
The author—Mr. Cantrell was born in Rome, 
Georgia, in 1898 where he st'll lives to 
His first work was as office boy for the loc: 
newspaper and following that he purposely 
changed jobs for a number of years to get 
an inside view of as many types of businesses 
as possible. After four years as seerctary of 
the Rome City Commission (City Clerk), he 
founded his own real estate and insurance 
business in January, 1937 and has been at 
the same location since. Mr. Cantrell has 
served four terms as a member of the execu- 
tive committee of Georgia Association of 


Insurance Agents and is now second vice 
president of that organization. 


By E. L. CANTRELL 


sonality to succeed. No executive 
will employ a person to sell without 
checking up to see if he is produc- 
ing. Yet that same executive will 
hire an ad to work for him and for- 
get it. This is why vast sums are 
wasted on advertising, and yet ad- 
vertising is essential to any business 
which depends on the public for its 
income. 

Then just what is advertising? 
Let’s think of it this way—Advertis- 
ing is the conscious or unconscious 
impression your agency makes on 
the public. I once offered a business 
man, with whom I had almost daily 
contact in my agency, a_ small 
monthly payment just to keep me 
posted as to what impression my 
business made on the public. The 
idea was so far-fetched to him that 
he could not grasp it and the deal 
fell through. But I seriously wanted 
to know if my public relations could 
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be improved. Advertising is a broad 
field; so let’s look at several phases 
of it. 


Two CLASSIFICATIONS 


For an insurance agent, all ad- 
vertising can be divided into two 
general classifications. First, your 
impression on those with whom you 
already have contacts and second 
your influence on those yet un- 
known to you. 

Reaching your present customers 
and friends is a matter of courtesy 
and efficiency. Never let a new cus- 
tomer leave without, of course, 
thanking him. Then go further and 
ask why he came to you. Did some 
friend send him? If so, you want to 
thank that friend. This simple in- 
terest will inspire the new customer 
to influence others, for today, in 
this hurried world, the average man 
will go a long way if he feels that 
a sincere “thank you” is awaiting 
his effort. 

Believe it or not, this method will 
even help your collections. Once 
you have decided a customer is 
worthy of credit, don’t grant it 
grudgingly. Grant it cheerfully and 
let him know that you are always 
glad to accommodate a friend of 
such good standing in the com- 
munity. People eat cake more for 
the icing than they do for the bread. 

Never fear to offer the customer 
what you think he needs even if it 
does cost a little more and requires 
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a little selling effort. After a recent 
unprecedented 92 mile-per-hour 
windstorm in our community, tele- 
vision antennas looked like willow 
trees. Those agents who had not 
been afraid to quote extended cov- 
erage on contents along with the 
fire rate made new customers and 
friends, and the amounts of claims 
were small. Knowing that the cus- 
tomer needs extended coverage, we 
quote it along with fire. Then later, 
if he does not have it, we know he 
rejected it. This is long range ad- 
vertising but it puts free salesmen 
to work for you when it does pay 
off. And the customer is entitled to 
this professional advice when he 
trusts you. Living up to the trust 
placed in you by the public is good 
advertising. 


Use Humor 


Use your sense of humor where 
it will be effective. Recently a 
friendly competitor jokingly told 
one of our customers that he would 
furnish a book of matches with each 
policy so it would be-easy for him 
to collect. It so happened a few 


weeks later that same customer 
wanted to burn some weeds around 
his summer cottage to prevent a fire 
in his absence. I obligingly loaned 
him a flame thrower which I hap- 
pened to have and did not fail to 
stress the fact, good-naturedly, that 
we always went further than our 
competitors to accommodate a 
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friend. It’s now hard to know who 
has given us the most advertising 
by retailing that experience all over 
town—the competitor or the cus- 


tomer. 
And don’t forget the youngsters. 
They are tomorrow’s customers and 


tomorrow comes sooner than you 
may think. Some of my best busi- 
ness comes fron the young men of 
today who felt close to me as boys. 
And somehow they all seem to take 
great pride in digging up a new 
customer for the man who noticed 
them in some small way when they 
were kids. 

The means of direct advertising 
to those you already know are un- 
limited but the great field of new 
blood which is essential to your 
continuing success lies in the “un- 
knowns” who must be reached by 
publicity. And no agency can long 
succeed if it overlooks them. This 
brings us then to the second adver- 
tising classification. 

When I founded my agency in 
1937, I had the idea that every 
prospective assured knew some 
agent personally and that my pros- 
pects were limited to my acquaint- 
ances. As I called on them the 
interview usually ended with, “Well 
Deck, I would like to give you some 
business but So-and-So handles my 
insurance.” I heard this until I final- 
ly decided that I should just as well 
be “So-and-So.” And with that I 
adopted the slogan, “Cantrell Han- 
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dles My Insurance.” It is always 
used in quotation marks to indicate 
that it is the customer who is speak- 
ing. I began to advertise, always 
using that slogan. Soon people be- 
gan quoting it to me when we met. 
Still I kept plugging it wherever I 
advertised. Then I realized that 
there were many people who want- 











E. L. Cantrell 


ed to buy insurance who did not 
have a friend in the business. 

But the problem then was—how 
to advertise insurance. We had no 
special sale days like the merchants. 
Nearly every competitor had about 
the same policy to offer. There was 
no hard stock that needed to be 
moved at a reduced price. How 
could I advertise something that 
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appeared to the public to be intan- 
gible until suddenly, and too late, 
it became tangible, yes very tangi- 
ble? 

An insurance policy 

Is paper, that’s true 

But after the loss 

It’s money too. 

Then one day I was in Minne- 
apolis, Minnesota, attending a con- 
vention. The entire setting of that 
beautiful country in June was so 
different from what I had expected 
to see that I was impressed. Re- 
turning from a motorcade, I jotted 
down on a scrap of paper a few 
verses descriptive of what I had 
seen. My friends liked it, and then 
I tried one on Savannah, Georgia, 
and later I wrote verses on several 
other cities. Then I turned my 
hobby to writing about friends, all 
of this in rhyme. 


TREMENDOUS INTEREST 


Gathering the idea that people 
liked things expressed tersely and 
in rhyme, I began writing four-line 
verses on insurance and safety and 
running them in newspaper ads. In 
a talk on advertising before an an- 
nual convention of the Georgia As- 
sociation of Insurance Agents, I 
found a tremendous interest in a 
means of advertising for local agen- 
cies. This was also true at the 
Florida Agents School. The response 
from our own advertising as well as 
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the demand of agents for an effec- 
tive means of advertising was so 
favorable that I copyrighted 52 of 
these ads and have made them 


available to one agent in each 
county on an exclusive basis for the 
life of the copyright. They are suit- 
able not only for newspaper but 
also for radio, blotters or direct 
mailing pieces. 


PEOPLE INTERESTED 

These ads have taught me several 
things about advertising for local 
agencies. I had no idea how many 
people of importance would be in- 
terested until they began to come 
into the office and tell us they 
looked forward to them. They are 
run in the local newspaper on Mon- 
days and Wednesdays and people 
have learned to look for them on 
those days. The fact that there are 
52 of them makes it possible to 
re-run them after a few months 
and, not only are they still interest- 
ing to the public, but they keep 
driving their lesson home. They 
have been running on the classified 
page and just recently I have trans- 
ferred them to the society page to 
reach an audience of women. By 
this method the set makes “news” 
to a continually growing audience 
for at least 18 months. 

These 52 four-line jingles have 
been published in a booklet and 
copyrighted as CANTRELLO- 
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GRAMS. Their range of thought is 
as varied as my observations and 
experiences as an insurance agent 
have been. They cover such sub- 
jects as special policies, holidays, 
the agents value, warnings against 
fly-by-night solicitors and mail or- 
der insurance, increased coverage, 
extended coverage, the suddenness 
of accidents and most of all safety. 


SOMETHING 


After the loss its money too 


I have seen a safety item along the 
highways, or a traffic violation, and 
before reaching my destination have 
pulled off to the side of the road 
and jotted down another CAN- 
TRELLOGRAM. The ones on safe- 
ty offer an opportunity to put a 
laugh across with a warning and 
there are enough of this type to be 
interspersed so as to keep up reader 





interest. You have seen the boy 
who, when the light turns green, 
must risk lives, including his own, 
to get away first. He inspired this 
one: 

A long line of traffic 

He left with a burst 

Of speed that soon had him 

Riding feet first. 

One night as I sat on my porch, 
on the side away from traffic, I 
heard tires screeching around the 
That a challenge—I 


curve. was 


could not sleep until I had this bird 
nailed down for posterity. He in- 
spired this one: 

Who turns a curve 

At straightaway speed, 

From the cares of this life 

May soon be freed. 


READERS’ REACTIONS 

Soon after this was published, a 
professional man told me, “I always 
slow down when I round a curve 
since I read that ad of yours about 
‘Straightaway Speed’.” This is typi- 
cal of readers’ reactions. They may 
not be able to quote the entire 
verse but they remember the 
thought as well as the agent’s card 
that goes with it. At the time I did 
not have that man’s insurance. I do 
now. 

A recent safety check on cars in 
our city revealed the fact that many 
people did not even know that 
their lights could be dimmed. This 
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one brings a smile and makes a 
point: 
Drivers hold out 
For so-called rights; 
Yet even a firefly 
Dims his lights. _ 
As a forewarning of a more seri- 
ous nature this is typical: 
Let your mind look out 
Beyond the loss— 
It may be the bridge 
You soon must cross. 
A recent wave of burglaries led 
to this one: 
Don’t argue with burglars, 
For your life’s at stake. 
A burglary policy 
Will pay for their take. 
Typical of the ads on fire and 
extended coverage is this one: 
When your house is gone 
And all’s a wreck, 
Will you pass the hat 
Or accept our check? 


SAvING LIVES 

While every one of these ads had 
had its part in building my agency, 
I somehow, enjoy most those on 
safety. The public response has 
given me the feeling that, in the 
publication of these rhymes on as 
widespread a basis as possible, I am 
not only selling insurance, but also 
saving lives. I do know that these 
catchy warnings stick in the public 
mind and rise to the occasion when 
a driver is tempted to violate the 





1953 


rules. But the interest in each ad 
gives the opportunity for the effec- 
tive use of those which are designed 
to sell insurance. An agent makes a 
living when he sells insurance, but 
he makes a. successful living when 
he sells insurance and safety. 


Best Proor 

And speaking of the agent I like 
the one that makes a plea in his 
behalf: 

He may worry you some 
And get in your hair; 
Still, when you need him, 
Your agent is there. 

I have been asked for mats for 
CANTRELLOGRAMS but I cannot 
agree to them for local agency ad- 
vertising. The average person who 
knows nothing about newspaper 
publishing can look at an ad printed 
from a mat and know that it is 
“bought.” An agent is an integral 
part of his community, and _ this 
should be reflected in his advertis- 
ing. Copy set up in the local news- 
paper composing room carries your 
personal touch. My own best proof 
of this is that I have never been 
asked if I wrote an ad that was 
reproduced from a mat; but I am 
frequently asked this about these 
ads set up by the newspaper. Let 
your advertising be a part of you 
and your community. 

Check your advertising for two 
qualities, namely, continuity and 


THAT EXTRA SOMETHING 53 


appeal, One-shot advertising for an 
insurance agency is wasted money. 
The steady hammering on the pub- 
lic’s conscious and subconscious 
mind is what builds a reputation. 
A large ad every now and then is 
soon forgotten, and the cost of fre- 
quent runs of large space is pro- 
hibitive. And any ad that is not 
read is not worth its space cost. 
Advertising must have appeal, or 
personality if you wish. If today’s 
ad can create in the reader’s mind 
a desire to look for the next one, 
and the next one comes along on 
schedule, you will get results. I fre- 
quently think of a quizzer tossed at 
me by a youngster sometime ago. 
He asked if I had heard of the man 
who sat up all night just to see 
where the sun went. He was at that 
age of boyhood that likes to pro- 
pound questions that only he can 
answer. I had to admit that I had 
never heard of the man who sat up 
all night just to see where the sun 
went. Triumphantly he answered 
his own question, “It finally dawned 
on him.” A boy had described, best 
of all, the workings of advertising. 

Now, here I sit musing over my 
first job, that of office boy for the 
local newspaper. The printer’s ink 
seems to have washed off my hands, 
but there must still be a trace of 
advertising in my blood. And if so, 
it is because it has been nurtured 
by the success that practical adver- 
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tising has brought me, and the feel- get started reading this article in 

ing that perhaps this advertising the first place? Could it be because 

has saved lives. of a short, pointed “punchy” idea 
But, wait a minute. Why did you at the beginning? 
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“It must be pretty serious—they’re having a consultation.” 





© Automobile Assigned Risk Plans 
handle a very difficult situa- 
tion in a very efficient way. 
Here is a discussion of the most 
recent changes in these plans 


Assigned Risk Plans 


ESPITE THE CRITICISM some- 
D times heard about -automo- 
bile assigned risk plans, they stand 
today as a practical answer to 
placement problems and as a val- 
ued supplement to safety responsi- 
bility laws. It cannot be denied 
that they provide a market for a 
risk entitled to coverage in good 
faith and that they fulfill the obli- 
gations of the industry implied 
under the safety responsibility law. 

The assigned risk plan was cre- 
ated to meet the impact of the 
security type safety responsibility 
law first enacted in New Hamp- 
shire in 1937 and since enacted in 
40 other states. The enactment of 
this type of law made it imperative 
that a market be provided for 
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risks unable to obtain coverage 
through regular channels. Such a 
market was necessary not only with 
respect to risks required by the 
law to furnish proof of financial 
responsibility for the future, but 
also with respect to the large num- 
ber of risks who desired to insure 
voluntarily so as not to become 
subject to the law. 

Occasional inquiries indicate that 
some producers are not entirely 
familiar with the operation of these 
plans. Accordingly, this article pre- 
sents a brief summary of their op- 
eration and of some of the recent 
changes in the plans. 

Plans are now in effect in all 
states and, with but a few excep- 
tions, are of the broad form avail- 
able to all risks whether they are 
required to file proof of financial 
responsibility or not. A few plans 
exclude from coverage risks which 
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are not subject to the safety re- 
sponsibility law, such as public 
automobiles regulated under other 
laws. 


ELIGIBILITY REQUIREMENTS 


With but one exception, all of 
the plans set forth certain reason- 
able eligibility requirements. These 
include a requirement that the 
applicant has within 60 days prior 
to the application attempted to 
obtain automobile bodily injury 
and property damage liability in- 
surance and that he has been un- 
able to obtain such insurance. Pre- 
viously, it was necessary to pro- 
duce letters of declination, but with 
a few exceptions this is no longer 
required. Another requirement is 
that the applicant report all infor- 
mation of a material nature and not 


wilfully make incorrect or mis- . 


leading statements in the applica- 
tion. In addition, risks which by 
their record of convictions for seri- 
ous offenses have demonstrated 
they are habitually law offenders 
are ineligible. A risk subject to 
epilepsy is also ineligible, and 
risks with physical disabilities in- 
volving heart ailments or mental 
or nerve illnesses are subject to 
investigation and require certifi- 
cates from two doctors giving their 
opinions with regard to the likeli- 
hood of such disabilities interfering 
with the risks’ safe operation of an 
automobile. 
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Application for coverage must 
be made on a prescribed form, 
signed by the applicant and the 
producer of record, if any. A great 
majority of plans use a standard 
application form. It is of the great- 
est importance that this form be 
filled out in full. Frequently the 
plans have been criticized because 
of delay in the assignment of a 
risk. In most instances this delay is 
due to the fact that all pertinent 
information has not been furnished 
on the application, requiring it to 
be sent back to have the informa- 
tion supplied. 


MINIMUM DELAY 

Indeed, there can be very little 
cause for criticism insofar as delay 
is concerned in view of the provi- 
sion recently adopted in many of 
the plans at the suggestion of the 
National Advisory Committee on 
Automobile Assigned Risk Plans, 
a committee representing all seg- 
ments of the casualty insurance 
industry. Under this provision, a 
company is required to issue a 
policy or binder within two work- 
ing days after it receives notice 
that the risk has been assigned to 
it. Where such provision is in 
effect, the plans provide that ac- 
companying the application a per- 
car deposit be made either in an 
amount fixed in the plan or in 
terms of a percentage of the pre- 
mium applicable to the risk, the 
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balance of the premium being pay- 
able within 15 days after the policy 
has been issued, or within such 
further period agreeable to the 
carrier. The two-day provision is 
a typical example of the way the 
industry is responding to changes 
in the public interest. Such provi- 
sion cuts the delay in affording cov- 
erage to a minimum. The company 
is required to issue the policy 
within two working days, obtain- 
ing a premium sufficient to cover 
it for the period required to make 
an investigation. If the risk is 
later found ineligible, the carrier 
can cancel. 

In the plans which have not as 
yet adopted the two-day provision, 
a small per-car deposit or investi- 
gation fee is required. This is cred- 
ited against the premium. The 
company then must notify the risk, 
within 15 days after notice of des- 
ignation, that a policy will be 
issued if the premium is paid 
within 15 days, or that it will not 
be issued for the reason that the 
applicant is not entitled to insur- 
ance under the plan. 

Another recent change adopted 
in many of the plans at the sug- 


gestion of the National Advisory 


Committee requires a carrier to 
accept at least four units of a 
multiple unit risk and to accept 
more than four units unless be- 
cause of the unusual hazard or un- 
usual accident record it would be 
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inequitable to assign the entire 
risk to one carrier. It also requires 
a carrier to accept the entire risk 
if it is subject to the requirements 
of state or Federal administrative 
authority regulating motor carriers. 
Previous to this change, a carrier 
was not obliged to accept more 
than one unit of a risk. These 
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changes obviously make for better 
handling of multiple unit risks and 
eliminate the previous difficulties 
encountered by motor carriers in 
connection with filing requirements. 

A risk assigned under the plan 
is afforded coverage for three years 
provided the risk remains eligible 
during this period, the policy being 
renewable annually. If a risk is un- 
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able to obtain coverage at the end 
of three years, it may reapply to the 
plan and is treated as a new assign- 
ment. Thus, again, the public is 
well served by assurance of cover- 
age for a three-year period which, 
to a certain extent, affords an ad- 
vantage to an assigned risk not 
enjoyed by other insureds. 


Risk May APPEAL 


If the application for coverage is 
rejected or the insurance is can- 
celled, the risk may appeal such 
action to the Governing Committee 
of the Plan. Notice of such right is 
given in the notice of rejection or 


cancellation. The action of the 


Governing Committee may be ap- 
pealed to the Superintendent of 


Insurance. 

Formerly, the plan provided for 
a surcharge of all risks as follows: 
An additional charge of 25 percent 
if the risk was (a) involved in 
more than one accident, (b) con- 
victed of any offense specified in 
the eligibility provision of the Plan, 
(c) convicted more than once of 
any other violation of the Motor 
Vehicle Code or (d) required to 
furnish proof of financial responsi- 
bility; an additional charge of 10 
percent on public passenger carry- 
ing and long-haul trucking risks 
and 15 percent on all other risks 
not in the category requiring the 
25 percent surcharge. 

In the revision of this provision, 
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no surcharge whatever is made for 
a risk having no accident or con- 
viction record within the 36 months 
preceding the date of application. 
It can be demonstrated that as- 
signed risks as a class produce an 
abnormally high loss ratio and in- 
volve an increased expense in han- 
dling which justifies an additional 
charge on all risks. However, again 
in the public interest, the com- 
panies evidenced their willingness 
to recognize a situation which ap- 
peared to call for some relief as 
respects persons having no record 
and who, because of a temporary 
abnormal market condition, might 
have to obtain coverage through 
the plan. In so doing, it must 
be recognized that companies are 
waiving a surcharge on many risks 
which, while not having a record 
of accidents or convictions, would 
be regarded as substandard under 
other underwriting standards. 
Under the revised surcharge pro- 
vision, the 15 percent additional 
charge is applicable to risks hav- 
ing a record of one accident, one 
conviction for violation of the 
Motor Vehicle Code other than 
those set forth in the eligibility 
provision of the plan, or a convic- 
tion for any non-motor vehicle 
offense. The 25 percent additional 
charge is applicable to risks having 
a record of more than one accident, 
a conviction of the offenses set 
forth in the eligibility provision, 
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Many a serviceman 


more than one conviction for other 
violations of the Motor Vehicle 
Code, or to those risks required to 
file proof of financial responsibility. 

The plans provide for commis- 
sions payable to the producer of 
record at the rate of 5 percent for 
long-haul trucking and public pas- 
senger carrying risks, and 10 per- 
cent for all other risks with a 2% 
percent allowance for field super- 


might find it difficult 
vision to the carrier or its licensed 
agent. It is believed that the rea- 
sonable compensation provided for 
should furnish sufficient incentive 
to producers, whose cooperation is 
essential to the utilization and suc- 
cessful operation of the plan. 
Another change recently recom- 
mended by the National Advisory 
Committee involves coverage of 
military personnel. At the present 
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time, the plan is not available to a 
non-resident unless the car is reg- 
istered in the state. In normal situ- 
ations, such provision would cause 
no difficulties or hardship. How- 
ever, with thousands of men and 
women in the armed services own- 
ing automobiles stationed in states 
other than states of their residence, 
the residence rule in the plan 
might result in some difficulty and 
delay in obtaining coverage. True, 
a serviceman could apply to the 
plan in the state of his residence, 
but many a serviceman might find 
it difficult to make the necessary 
arrangements for coverage in his 
home state when he was stationed 
many miles away. Accordingly, it 
has been recommended that cover- 
age to servicemen be afforded un- 
der the plan of the state where he 
is stationed regardless of the place 
of his residence. 

Concern has been expressed in 
some quarters as to the increase in 
the number of assignments under 
these plans. Some people point to 
this as evidence of the existence of 
a serious market problem. While it 


is true there has been an increase, 
it is believed that the assigned risk 
problem has often been unduly 
magnified. Actually assigned risk 
business in terms of premium ac- 
counts for not more than one percent 
of the total automobile bodily in- 
jury and property damage liability 
premiums. In New York in 1951, 
with over 4,000,000 cars registered, 
only approximately 24,000 new 
risks and 7,000 renewals were writ- 
ten under the plan. Since 95 per- 
cent of the vehicles are reported 
to be insured it can be seen that 
less than nine-tenths of one per- 
cent of the cars insured were writ- 
ten through the plan. 

These plans were conceived by 
the companies in the public in- 
terest. While no one claims perfec- 
tion for them, they have served 
well the purpose for which they 
were intended. Certainly, when the 
continued effort on the part of the 
industry to improve them, and the 
many changes which have been 
made since the inception of the 
first plan, are considered, no one 
can claim they have remained static. 


An old judge known for the speed with which he disposed of cases was 


asked to explain it. 


“I always listen to the plaintiff, and then I make my decision.” 


“Never the defendant?” 


“Well, I did at first, but I found that it confused me.” 


—Utah Agent 
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Birds of a Feather. In Oneida, N. Y., 
a man who had hardly recovered his 


composure after his parked car was hit 
in the rear by a car driven by his 
daughter, was jarred all over again 
when a car driven by his son bounced 
into his daughter’s car, which in turn 


bounced into his. . . . Unbeliever. Po- 
lice in Brownwood, Texas, arrested an 
advertising salesman for a traffic safety 
manual for the following reasons: 
Driving without a license, driving on 
the wrong side of the road, making 
an illegal turn, driving while drunk. 


. . . AUTOMOBILE 
Enemy Agents. A patrolman in Syra- 
cuse, N. Y., tried to trap speeding 
motorists by setting up an electric tim- 
ing device on a busy street, was 
frustrated as all cars went past under 
the limit, investigated and found two 
small boys a block ahead with signs 
reading: “Danger. Slow down. Police 
ahead.” 
. Who Me. A tow car hauled a 
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wrecked convertible into a service sta- 
tion at Las Vegas, N. Mex.; mechanics 
who went to work on the car found a 
“Be Careful” highway marker wedged 
tight between the hood and the en- 


gine. 


. .. BURGLARY AND THEFT 
Ounce of Prevention. Police in St. 
Louis, Mo., were confronted by a man 
who said he had committed one rob- 
bery and asked to be locked up be- 
cause he had a feeling he was about to 
commit another one 
Wounds. A man walked into a police 
station in Phoenix, Ariz., to complain 
that he had been hit by an automobile 
and then robbed by its driver who had 
offered to give him a ride home... . 
Nothing But the Truth. When two To- 
ledo, Ohio, policemen asked a man 
what he was doing in somebody else’s 
car, he replied: “Stealing, I guess.” 


... Fime 
Caught Red-Handed. The Fire Chief 
in Bristol, Pa., was horrified when he 
accidentally set off the alarm as he 
was inspecting a fire box, was forced 
to explain the situation to 20 of his 
firemen who tore to the scene in three 
pumpers and one ladder truck. . . . 
City Slickers. To firemen who asked 
him why he had set a false alarm, a 
12-year-old boy in from the country 
said that some of the local city young- 
sters in Richmond, Ind., had told him 
that if he pulled the lever a bird 
would pop out and forecast the 
weather. 


... LIABILITY 
Expensive Hospitality. A couple in 
Skiatok, Okla., were sued for damages 
of $28,434.20 by a house guest who 
said she had tripped and fallen over 
their door mat. 
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